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e In the Record 


By summertime, purely cyclical phenomena associated with the 
stages of recovery had begun to fade. Some cyclical inventory ace 
tion could still be expected, however, along with renewed vigor in inst 
credit extensions in the wake of higher personal income rates, ai 
profit recovery now in progress might well produce some increase 
rate of capital outlays. These residues of cyclical recovery vigor sho 
sufficient to carry the economy in an upward trend throughout the f 
winter, but what of the chances for the development of a true boom 
Board’s analyst discusses the evidence for a breakout of capital spi 
as the “kick-off”; he also weighs the strengths and weaknesses, as } 
the implications, of consumer spending and instalment credit as : 
that might carry the economy to boom heights. 


Canadian Economic Policy — A Reappraisal: 3 
This article is the third in a series of four on “the 
profound and far-reaching reassessments of the coun- 
try’s economic affairs that is under way in Canada.” 
This instalment, as well as the one that will follow, is 
concerned with some possible means of overcoming 
apparent limitations in present policy, with the emphasis 
this time on the feasibility of a measure of economic 
integration of Canada and the United States. ...page 8 


Consumer Buying Plans Move to Higher Ground 

There was a rise between April and May in the 
umber of household heads who showed confidence 
in the improvement of job opportunities. However, no 
burst of over-all increased buying intentions seemed 
to be manifested by preliminary returns for May-June. 
“Firsts” for the survey in the present report are the 
subdivision by household income of vacation plans ac- 
cording to destination and means of transportation and 
the “age effect” on buying plans for “all households” 
and for households by income division. ......page 20 


Management's Relations with Security Analysts 
and the Business Press — To prevent the possible 
distortion of important corporate information, many 
companies set up safeguards when cooperating with 
security analysts and the business press. This Monthly 
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A Profile of Unemployment in the Early 196 
In this article, Ewan Clague, Commissioner of 
Statistics, distinguishes seasonal, cyclical, technol 
and other types of unemployment, and discusse 
aspects of the broad subject as labor force grow 
immobility of the labor force, the figures (and 
lems) hidden under the seasonally adjusted ave 
and the need, among others, for statistics 

enable us to distinguish between critical unempls 
problems and those that are of secondary ~ 
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Multiearner Families: 1 

The purchasing power of the breadwinner » 
million families out of the nation’s 45 mil 
boosted by at least one other member going” 
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Business Highlights 


THE EXPANSION AHEAD 


~ MID-SUMMER 1961, American business had 
wersed virtually all of the statistical ground lost 
ng the recession of 1960-1961, and was looking for- 
| to setting new records again in the fall. 

March and April, the general business trend had 
uted a sudden reversal from recession—reflecting 
ly unplanned, automatic changes in direction that 
occurring unrelatedly in a large number of markets. 
lay and June, as the awareness of a change in trend 
“more widespread, the recovery took on a more de- 
ate and broader character and at the same time a 
er pace. With the advent of the summer months, 
ness was no longer looking backward, but forward 
e uncertainties of how far and how fast business 
a would develop. Recession was clearly in the 
and recovery had ended; to where would expansion 


eving Broad Growth 


1 of the statistics of the second quarter suggest that 
usiness environment as a whole is now poised again, 
sense that its parts are back in a normal balance. 
er, the kinds of temporary and sporadic stimuli 
re available in the first few months of advance had 
largely (although certainly not entirely) consumed. 
tory liquidation had been brought to a halt, the 
mer had restored his spending for durable goods to 
re normal relationship to income, the work week 
unced back to forty hours and thereby restored 
al-size pay checks in the manufacturing sector, the 
ntial building rate had returned to about where it 
t the business cycle peak of the spring of 1960, and 
ock market had completed its appraisal of the fact 
nother short and unimpressive recession had failed 
set the postwar applecart. The accelerations of de- 
and highway contracting were already in the past, 
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as were the speedups of NSLI dividends. Purely cyclical 
phenomena were beginning to fade; and as they faded, 
the real problems of achieving broad growth across the 
whole front of economic activity emerged into clear per- 
spective. 


A Closer Look at Three Areas 


Three exceptions to this sense of balance pervading 
the business system might be listed. In the first place, 
while inventory liquidation has ceased, the actual level 
of inventories remains conservative. The sudden ad- 
vance of orders and sales had driven inventory ratios 
back down again, after their typical cyclical rise during 
recession. It is, accordingly, altogether reasonable to ex- 
pect some purely cyclical inventory accumulation at 
this juncture, even if final demand were to rise no 
further. This is a typical lag in inventory conditions 
that is widely recognized, and appears with reassuring 
regularity in the statistics. True, past demonstrations of 
this lagged accumulation occurred in an atmosphere of 
inflation, and it is a little difficult to find in today’s price 
trends much evidence of inflation. Perhaps purchasing 
agents will play today’s materials markets more cau- 
tiously than they did in earlier recoveries. But it seems 
quite unlikely that they will (or can) defer the very 
nearly automatic rise in working stocks associated with 
a higher operating rate. In manufacturing, indeed, pur- 
chased materials inventories appear to have been sub- 
jected to some involuntary drain in recent months, ow- 
ing to the sudden increase in the rate of materials con- 
sumption. 

Secondly, the higher rate at which personal income 
has been generated has not yet been associated with a 
renewed burst of instalment credit extensions (see 
below). Such a burst is typical following a resurgence of 
employment and income, and, of course, it is a consider- 
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able causal element in the expansion of durable goods 
spending. It started at just about the trough of the 1954 
recession, but in 1958 it did not really get started until 
about six months after the general trough. The six- 
month gestation period, if that is what it was, will be 
over in the fall. 

Finally, the recovery of profits now in progress should 
be expected to have some beneficial influence on the 
rate of capital outlays, even if it is granted that capacity 
remains abundantly available. For companies whose 
capital spending is importantly restricted by their own 
cash flow, the rise in the cash flow should yield more 
spending; and for all companies, the psychological 
effects of recovery doubtless work positively on capital 
programs. The available foreshadowing statistics on 
capital spending all suggest latent energy in this area 
for possible expenditure over the next several quarters. 


Will a Boom Develop? 


Reasonable expectations for the future thus include 
at least some inventory rebuilding, and some expansion 
in capital goods and retail sales of consumer durable 
goods. In addition, they include a considerable rise in 
the rate of government spending, notably for defense. 
The total effect of the Berlin crisis on American economic 
conditions is hardly a subject for quick appraisal; but 


The Cyclical Bursts in Instalment Credit 


Sources: Department of Commerce; Federal Reserve: The Conference Board 
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within the periphery of national accounting, it — 
doubtless show up in expanded outlays of the Fedi 
Government. : 

On these components of the future trend there cai 
little serious disagreement for the present. And t 
components are doubtless enough to carry general b 
ness conditions moderately upward throughout the 
and winter. There is also, however, a possible case ff 
true boom developing over the next year, reflecting : 
stantial noncyclical vigor in these and other areay 
general business conditions. It may be worth whillf 
examine these premises of the superboom, as a guid 
what to watch. | 

One version of the boom places primary reliance » 
sudden and dramatic upsurge—not just a recovery 
capital spending over the next year. It can be arg 
that the cash flow for such an upsurge will be pre# 
(perhaps by the end of the year depreciation will bk 
a $24-billion rate, and retained earnings at about! 
billion) and that corporations reach compulsively 
capital goods if they have the cash. If the industrial } 
duction index should reach 117 or so, enough compat 
in enough industries would be operating sufficiently « 
to capacity to tip off a wave of expansion spene} 
Capital goods prices have been stable for some time 
may look attractive to buyers, and in any event rig 
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ime costs, pressing on margins, should induce a great 
;| more spending for modernization. 


J its significance is often a matter of choice. In some 
sree, the argument for a coming boom in capital goods 
Hits profits (the cash flow will be large and facilitate 
nding) and eats them too (rising costs will induce 
ylernization outlays). Given an optimistic general 
Etude, the forecaster can take a sanguine view of 
ole capital goods prices (they make capital goods 
‘at like attractive buys) or of rising capital goods 
r s (they will yield anticipatory buying of capital 
ads to beat still further rises). The bear, on the other 
Ad, has his own equally questionable readings of the 
»we facts. 

2 any event, the special cyclical case for recovery in 


capital outlays is good; the general case for a breakout 
of capital spending that will carry the whole economy 
into a new boom still leaves something to be desired in 
the way of tangible, irreversible evidence. (If it is passed, 
the 8% tax credit against capital outlay would, of course, 
help along the outlook for this market.) 

Another area in which real growth should be forth- 
coming if a 1955-style boom lies ahead is, of course, per- 
sonal consumption. Much of the tremendous flow of 
goods and services running to the consumer is not par- 
ticularly involved with the business cycle. Over $80 
billion of the total represents food and beverages; as 
much as $55 billion represents housing and household 
utilities; $20 billion goes for medical care, and another 
$20 billion is spent for personal business services. If the 
spending totals for the personal sector are broken down 
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rd THE NEW LOOK IN NATIONAL ACCOUNTS 

: THE ANNUAL JULY revision of the national income lower level and puts a pronounced cyclical peak in the 
"accounts has somewhat reshaped the statistical por- second quarter of 1960; in the original version of these 


trait of business conditions over the past eighteen 
. jmonths. The actual level and trend of aggregate 
™ national output, as they appear in the new statistics, 
are not importantly different from their appearance in 
the original statistics. The national income figures are 
also largely unchanged in aggregate. But there have 
been some striking changes among the components. 


THE OUTPUT SIDE 


7) On the output side of the accounts, total gross 
|national product for 1960 was revised upward by a 
; little over $1 billion. Virtually all of this revision ap- 
: \pears in personal consumption expenditures. Within 
}the total of consumer outlays, durable goods spending 
; | vas revised upward by about $500 million (the upward 
pf jrevision is particularly conspicuous for the second 
f quarter, which now looks more like a true cyclical peak 

. n durables outlays than it did before). Personal spend- 
“a jing for soft goods is not significantly changed, but out- 
# llays for services now appear about $500 million higher 
}[reflecting a rapid rate of growth in the middle quarters _ 
) \of 1960). 

| Gross private domestic investment was revised 
| downward slightly for the year as a whole. The slight 
#* \revision in the total is the net result of considerable 
“i tevisions among the components—downward in out- 
a lay s for producer durables and upward for the change 
J jin business inventories. The revision of the producer 
A oe category places this series at a significantly 
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figures, outlays of this type continued to rise in the 
third quarter of 1960. 

Revisions in net exports and government purchases of 
goods and services were not particularly signifi- 
cant. 


THE INCOME SIDE 


On the income side of the accounts, the national 
income aggregate was revised slightly downward. The 
small net change masks a pronounced upward revision 
of almost $1 billion in corporate profits and a notable 
downward revision—almost $2 billion—in personal 
income. 

As a result of the moderate upward adjustment of 
personal consumption expenditures and the downward 
adjustment of personal income, the personal saving 
rate in 1960 is reduced by fully 13%—from $26.4 billion 
to $22.9 billion. The personal saving rate—saving ex- 
pressed as a percentage of income—has thus been 
reduced from about 7.5% of income to about 6.5%. 
This reduction in the level of saving carries into the 
early estimates for 1961. Whereas the rate was origi- 

“nally shown as $28.3 billion for the first quarter, the 
revised estimate is $23.7 billion. In the earlier figures 
the personal saving rate rose to an exceptionally high 
level in the first three quarters of 1960 and remained 
there into early 1961; the new figures show no impor- 
tant trend in the saving rate during the peak and reces- 
sion of 1960. 


further, still more subcomponents of the spending total 
stand revealed as noncyclical and therefore not likely 
participants in any rapid growth of outlays that may 
lie ahead. 

To get a boom out of consumption would require major 
new vigor in the markets for durables and discretionary 
semidurables. Characteristically, booms in consumer 
spending have been intimately associated with booms 
in instalment debt formation, which provides the excess 
of funds that makes the consumer sector an important 
net stimulant in the general business atmosphere. Fore- 
casting a major boom originating in whole or in part in 
consumption thus amounts to forecasting a pronounced 
further advance in the level of consumer debt. 

Almost throughout the postwar years, the level of in- 
stalment credit—whether measured by the amount out- 
standing, the extension rate, the repayment rate, or the 
percentage relationship of the repayment rate to income 
—has arched upward in a long and sustained round of 
growth. Again, by any of these measures, the rate of in- 
crease has exhibited a persistent decline. Outstanding 
debt rose about 70% from 1948 to 1950; from 1957 to 
1959 it rose about 15%. The annual increase in outstand- 
ing debt exceeded 20% in six of the nine years from 
1947-1955; it has never reached 20% since 1955, and 
has averaged less than 10%. Taking first years of cycli- 
cal recovery, credit outstanding rose 27% in 1950, 23% 
in 1955, and 17% in 1959. 

Some portion of this increase in outstanding credit 
(and particularly the increase in 1955) reflects a length- 
ening of the average term of instalment credit contracts. 
In the immediate postwar years, the average term was 
about twelve months; by 1955-1956 it had risen to 


Estimated Average Length of Term of Instalment Contracts 


In months 

Automobile Other Personal 

Yeor Total Paper Consumer Loans 

Goods Paper 
GAT acca eere cater epee 11.3 11.9 8.8 11.3 
TOASTS ee, ee 12.5 oss 10.7 11.3 
VQAD SE SRO A ee 13.3 14,2 12.1 11.3 
DODO aes caveccshos cee veetereen 15.4 16.5 15.3 12.0 
LOST Behe ene 14.4 15.1 13.9 11.8 
NDS 2 scatter Rene 13.5 13.2 13.6 11.9 
19536 ee ee 16.9 18.8 16.1 13.3 
NOS A ok atid She tees 16.9 18.6 15.7 13.7 
TOSS bce 16.7 19.0 15.4 13.5 
LO SOR See eee 18.0 21.5 16.1 13.7 
LOST cet a ee 18.2 21.5 16.4 13.9 
1 OSG. ne se ene 18.6 22.0 16.2 15.3 
D OSG o et eer oie 18.2 21.5 16.2 14.4 
L960 i Aeeteee 19.8 23.4 17.2 15.9 
T 961 cA, iis eo eee 21.1 24.3 17.5 16.4 
Length of term calculated from the equation 2 —1,where R=the ratio of the repayment 


R 
rate to the outstanding volume of loans, This equation yields somewhat inaccurate results when 


the level of debt is changing rapidly. Figures are for May of each year 
Sources: Federal Reserve; The Conference Board 
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eighteen months; it is now about twenty-one mo 
Because of the lengthening of terms the repayment 
has had a less impressive trajectory than the am 
outstanding. In fact, when it is expressed as a perce! 
of disposable income the repayment rate reached st 
ity, at a little over 13% of income, four or five years 
Throughout the instalment credit statistics, ¢ 
linear relationships thus seem to predominate. Pre 
ing such trends is a particularly hazardous for: 
analysis: one can never be certain when a curvil 
trend will straighten out and fly right. However, it i 
too much to say that the descending rates of incre 
the total outstanding and in the repayment bu 
together with the considerable lengthening of the 
of the debt, pose a certain caution for the future. U 
a different environment of recovery emerges ove 
next two years, it would seem prudent to expect 
this descending rate of change will continue. This |. 
room for a considerable dollar increase in instal} 
debt and a considerable improvement in the rate of 
of consumer durables. At the same time, it mak 
least a prima facie case against a 1955-style boc 
credit markets. 
ALBERT T. Soman 
Division of Business Analy 


HOW STRONG IS HOUS 


DEMA. 
A RECOVERY of sorts has been in progress in | 
building since January of this year. Private he 
starts for the first half of 1961 averaged to a sea 
adjusted annual rate of 1,238,000. This is 4% 
the comparable 1960 period, and a shade belo 
1,252,000 annual total for all of 1960, but 4% abor 
second half of 1960. 
Very few housing analysts expect a significant 
eration in residential building in the second half 4 
year. Vacancy rates remain high, and builders 
that people are shopping for houses today in ai 
leisurely and deliberate way than they did two on 
years ago. For 1961 as a whole, the latest estimate 
Department of Commerce puts housing stai 
1,275,000, or about 2% above last year. This im: 
gain of 6% in the second half of 1961 over the fir 
(seasonally adjusted), and a level of housing start 
neighborhood of 1,350,000 (annual rate) at ye 
which would still be 15% below the previous ps 
July of 1959. On the basis of this tentative projy 
total private housing starts at year end would be 
35% above the trough of December, 1960. This 
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intrasting Trends in Housing Unit Starts of 
he-family and Multifamily Structures 


> Thousands of units; seasonally adjusted annual rates 
| Units in two-family structures, less than 4% of total starts, are not shown 


i Sources: Department of Commerce; The Conference Board 
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wicate a slower recovery than that of the previous cycle 
il esidential construction; then housing starts had 
is 55% twelve months after the trough of February, 
8. (But winter troughs in the housing figures are sub- 
( i to extreme seasonal irregularity owing to weather 
ditions.) 
Al 
artments vs. Homes 
illthe building recovery arrived earlier and has been 
lewhat more accentuated for dwelling units in multi- 
“aly structures than for one-family houses (see chart). 
‘the first five months of 1961, starts of one-family 
ei es were still trailing 10% behind the comparable 
i ) period; units in two-family structures were only 5% 
h y last year, and starts of housing units in larger 
dings have risen 30%. Not only have starts of single- 
lily houses been a bit laggard in the current recovery, 
y were also more vulnerable during the contrac- 
i} phase. Starts of one-family dwellings dropped 20% 
oth 1959 to 1960, compared with a decline of 15% for 
willing units in two-family houses, and only 5% for 
ste in structures of three or more units. 
if ultiple dwelling units have thus been accounting for 
¢iaereasing share of total housing starts. Today the 
wiiber of dwellings started in multiunit structures 
jéesents some 20% of total starts; this compares with 
Bi i five years ago. Most of the growth in apartment 
pie construction reflects a shift in demand. The rate 
bus ehold formation was significantly higher in the 
{us§ five years than it had been in the preceding five 
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years, but most of the new households represent newly 
married couples who tend to be apartment renters 
rather than home buyers. Also, middle-aged and elderly 
parents who own homes tend to sell them and move into 
apartments when their children get married. Neverthe- 
less, there is some evidence that the supply of units in 
apartment houses has risen somewhat faster than de- 
mand, particularly in the past year and a half. Since the 
fourth quarter of 1959, the vacancy rate has risen more 
sharply among apartments in buildings with ten or more 
units than among buildings with fewer units. 


Federal Housing Act 


Even if the first year of the homebuilding recovery 
turns out to be slightly pallid, there is some evidence 
that more impressive gains may follow. First of all, the 
Housing Act of 1961, which eases FHA mortgage terms, 
may give additional impetus to housing demand. The 
act lengthens the maximum maturity of FHA-insured 
mortgages from thirty years to thirty-five years, raises 
the maximum mortgage on a one-family house from 
$22,500 to $25,000, and reduces the minimum down pay- 
ment on FHA insured homes: 


New Schedule Old Schedule 


First $15,000 of value............ 3% First $13,500 of value............ 3% 
Next 5,000 of value............ 10 Next 4,500 of value............ 10 
Over 20,000 of value............ 25 Over 18,000 of value............ 30 


Smaller down payments and lower monthly carrying 
charges suggest some broadening of the market for 


homes. 
Other provisions of the new act include FHA-insured 


loans up to $10,000 (with a maximum maturity of 
twenty years) for repair and modernization of old 
homes; extension of urban renewal projects; and author- 
ization for federal subsidies for 100,000 new public hous- 
ing units. Although the housing act is intended to add 
vigor to residential construction, no significant impact is 
expected before next year. 


Prospects beyond 1961 


There is considerable potential strength in housing de- 
mand for the years immediately ahead. The net increase 
in household formation in the coming decade should be 
larger than it had been in the last one. The annual 
growth in number of households subsided following the 
burst of new households from 1947 through 1950 that 
was generated by the undoubling of families that had 
been living together because of the housing shortage in 
the early and middle Forties. From 1951 through 1960, 
the net number of households rose at an annual rate of 
about 870,000. According to projections of the Bureau 
of the Census, the annual increase in households from 
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1961 through 1970 should be around 1,060,000. These 
figures imply a significant expansion in housing needs 
for the decade of the Sixties, and suggest that apart- 
ments may continue to account for an increasing propor- 
tion of total starts. 

The pattern of family migration also has an important 
impact on housing demand. In recent years there has 
been substantial movement away from farms, and from 
old communities to new ones, and from one geographic 
area to another. Mobility of this type creates demand for 
living quarters beyond that of mere increase in number 
of households. There is no evidence that this migration 
has slowed. 

Aside from meeting the needs for new housing created 
by an increase in the number of households and popula- 
tion mobility, the rate of replacement of dwelling units 
that have been demolished or converted also affects 
housing demand. During the Fifties there was a sub- 
stantial reduction in the number of dwellings that were 
either dilapidated or substandard. However, it is esti- 
mated from the 1960 Census of Housing that there still 
are some 9 million substandard dwellings (either in poor 
repair or having deficient plumbing facilities) and an 
additional 4 million that are rapidly deteriorating. 
These 13 million units are potential candidates for re- 
pair and modernization, or complete replacement. 

Ownership and rental of vacation cottages have also 
been on the ascendancy during the past decade, and 
housing experts expect this trend to continue and per- 
haps accelerate.—S. S. H. 


UPTURN IN HELP-WANTED 
ADVERTISING 


Tur CONFERENCE Boarp’s index of help-wanted ad- 
vertising edged upward in May and, continuing to 
advance in June, recovered about one fourth of the 1960 
decline. Between February and December of last year 
it had fallen almost 30%. As for most business indi- 
cators, this reduction was mild compared with those of 
previous postwar contractions. 

The Board’s index, computed from data supplied by 
B. K. Davis & Bro. Advertising Service, has proved to 
be highly responsive to a changing balance between 
supply and demand in the national labor market. It has 
tended to parallel the seasonally adjusted civilian em- 
ployment rate, notably in late stages of business expan- 
sion, where the reduced rate of growth in employment 
cuts into the volume of ads before actual employment is 
affected. In initial stages of recovery, however, a signifi- 
cant portion of the growth in labor input results from 
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direct recall of workers who were previously laid off, 
from lengthening the work week of those already 
ployed; at the current stage of the business cycle, thi 
creases in employment are generally preceded by ~ 
or no upturn in the number of want ads placed. ~ 

The indexes of help-wanted advertising volum 
four major subdivisions of the country show muc} 
vergence both in timing and in the amplitude of cys 
movements. The order of amplitude of the civiliar) 
ployment rate in the four regions corroborates the m 
ments of the help-wanted indexes. 

The North Central region, where heavy manufai 
ing predominates, is the most sensitive to business 
contractions. The volume of help-wanted ads plac: 
newspapers in this area fell 43% between Febr? 
1960, and March, 1961. At the latest reading, only 
fifth of this decline had been regained. Ad volume i 
West was declining in late 1959 and early 1960; 
improving somewhat in late 1960, it dropped ste 
early this year. In May and June, however, it | 
showed evidence of strength. 

In the Northeast and in the South, where the ae 
tude of changes has been much less pronounced 
rapid upturn in business conditions in the early sta: 
this recovery was anticipated by the volume of" 
wanted advertising. By June, the index for the 
east region had recovered three fifths of its entire 
decline during the preceding recession. In the Sow 
decline of about the same magnitude has been fo 
by a 45% recovery. 

The median change index developed by the 
politan Life Insurance Company, based on a sami 
fifty-seven newspapers throughout the country, hy 
lowed roughly the same pattern as THE CoNFEI 
Boarp’s index of volume over the long term. It red 


Tae CONFERENCE BOARD's statistics on hel) 


wanted advertising volume now appear in a month 
release available to Associates on request, wither 
charge. The release carries the monthly help-wante 
indexes for the nation as a whole, for four maj 
regions, and for thirty-three individual cities. To 4 


placed on the regular mailing list, write to the Divisi» 
of Business Analysis. Also available without charge cm 
copies of the Board’s Technical Paper, No. 
“Help-Wanted Advertising as a Business Indicatoy 
which describes want-ad statistics, traces their hy 
torical record, and indicates their uses and limilf 
tions in forecasting. 
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similar patterns until February. The female help- 
wanted index turned up in March, and by June was 
back to the level of last fall. The index for male help- 
wanted ads held steady in March and April, but 
dropped sharply in May to the lowest rate since Septem- 
ber, 1958. In June, it recouped the May loss, but was 


still at a relatively low level.—P. L. 


Canadian Economic Policy—A Reappraisal 


3. Economic Integration with the United States 


Tue DIFFICULTIES of the Canadian economy in 
the past few years have been discussed at some length in 
previous instalments in this series. A declining rate of 
growth, allied to high levels of unemployment, severe 
foreign competition and a balance of payments situation 
that many find disturbing, have all combined to pro- 
duce a widespread feeling of misgiving in the country 
about Canada’s economic future. 

It need hardly be said that there are many who do not 
believe any fundamental problem exists. While recog- 
nizing that the present position leaves much to be de- 
sired, these authorities feel that the position is one of 
temporary maladjustment, serious but nonetheless 
transitory, demanding no special action other than an 
increased attention to measures that may help to im- 
prove the over-all efficiency and productivity of 
Canadian industry. 

Others viewing the current malaise believe it can be 
overcome by relatively minor changes in interest rates, 
tariff levels or corporate income taxes, or through a 
manipulation of the exchange rate of the Canadian 
dollar. An opportunity for determining whether such 
action is sufficient to revitalize the economy has recently 
been presented in the June federal budget, which in- 
cluded provisions for at least two of these measures. 


Some Assumptions 


A case can be made for each of the foregoing points of 
view, any of which may represent the correct interpreta- 
tion of the problem. However, in an assessment as far 
reaching as that being undertaken in these articles, some 
limits have to be drawn on the area to be covered. In the 
present paper, therefore, it will be taken as a premise of 
what follows that the current difficulties of the Canadian 
economy are neither temporary nor minor, and that 
they will not be adequately ameliorated by the action 
taken in June. It will be assumed, in fact, that these 
problems are such as can be dissipated only through an 
escape from a basically incompatible set of circum- 
stances in which Canada has become involved. 

Lest this plan be misunderstood, let it be repeated 
that there is no intention to state categorically that such 
an impasse has indeed been reached. Evidence could 
equally well be provided for the other interpretations 
referred to, but it is believed that these arguments are 
reasonably well documented and that a more useful 
function can be served by limiting the present analysis 
to the assumption of fundamental difficulty. The reader 
must determine whether this assumption is justified. 
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The incompatibility that it is suggested may exist inj 
the Canadian environment is that contained in the at- 
tempt to maintain a broadly based manufacturing com- 
plex in an inherently high-cost economy, serving a 
relatively small market under conditions that prohibit 
the raising of over-all tariff rates beyond a certain level. 
The problem of equating these various elements has 
been considered at some length in the previous articles 
in this series and it is not proposed to repeat the discus-) 
sion here. The question now is to assess the possibilities 
of altering one or more of the factors involved so as te 
amend the formula without at the same time sacrificing 
the aims upon which it is predicated. 


Incompatibility of Factors 


Spelling out these factors again, it is seen thay 
(1) the Canadian market is relatively small, (2) Cana! 
dian costs (especially labor costs) in manufacturing inf 
dustry are high, and (3) over-all tariff levels are effec 
tively held down by the need to avoid retaliation fron 
those nations that purchase Canadian exports, as well 
by the necessity to prevent Canadian living standard) 
from being depressed too far below those in the Unites 
States. , 

Of these three, the last appears to be susceptible wb 
only the minimum of change. There may be opportun®) 
ties for some alteration of specific tariff rates one way cj) 
another, but the general level is more or less set by thy 
economic facts of Canadian life, as already outlined. 

The other two factors are capable of change. Thi 
small size of the domestic market could be overcome by 
developing export markets for manufactured goods 
high costs could be mitigated by any cost-cuttin 
measure, but assisted in significant and widespreas) 
measure, it is clear, only by increasing the scale « 
Canadian operations so as to lower unit costs. 

It will be readily seen that these two elements an 
closely linked and that the solution advanced for th! 
first would serve equally well to overcome the second 
The establishment of a sizable export trade would so e!) 
large the market for Canadian manufacturing industi 
as to make possible those “economies of scale” that per 
mit high over-all costs to be translated into low uni 
costs. . 

The possibility of expanding exports of manufact 
goods has been increasingly discussed during the pay 
few years. The restrictions imposed by many countrik 
after the war on imports from the dollar area have 
now been almost completely dismantled, and the grov 
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' ing prosperity of Western Europe and several other 
' regions of the world has opened up opportunities for 
' sales abroad that have not existed for over twenty 
- years. Exports have been given new emphasis in govern- 
/ ment statements, especially since the appointment of 
Hon. George Hees as Minister of Trade and Commerce 
last year. 

_ Inconsequence of these developments, total Canadian 
|| exports were 5% greater in 1960 than the previous year, 
' mainly reflecting a 22% gain in sales to Western Europe. 
_ As to the proportion of these shipments that consisted of 
_manufactured goods, the evidence is as yet less ade- 
') quately listed, but it would appear that such exports, 
| although increased, showed little indication of assuming 
". the proportions necessary to provide a really important 
expansion of Canadian markets. 


i _ Differing Reasons: United States and Overseas 


The reason varies, in broad terms, as between exports 
1; to the United States on the one hand and to overseas 
i countries on the other. In the case of most overseas 
| markets, the prices of the great majority of Canadian 
. goods are too high, mainly as a consequence of the much 
higher level of wages and salaries in Canada. Occasion- 
lt} ally the Canadian product is sufficiently appealing to 
¥ overcome this difficulty, but such instances are rare; 
i} moreover, in these circumstances, a similar product to 
le that manufactured in Canada is all too frequently ob- 
1 tainable more cheaply from the United States, where the 
li high wage structure is offset by the larger scale of 
i | production. 
i? An exception to this latter tendency exists in the case 
\of sales to the United Kingdom and some other Com- 
! monwealth countries, where the advantage of the 
© “Commonwealth preference” tariff system is often 
y/|enough to outweigh the difference in price between 
1. | Canadian and United States goods, and Canadian man- 
 jufactures have in fact been selling well in Britain for 
{) |this reason. But the future of this preferential arrange- 
i¢/ |Ment is now extremely uncertain owing to the likelihood 
th ithat Britain will before long become linked with the 
i? [European Economic Community, and this promising 
yw (market is therefore in jeopardy. More will be mentioned 
yy \of this factor later. 
| Canadian exports of manufactured goods to the 
4) [United States are in a rather different position. Here, 
1! again, Canadian costs tend to be higher than those in 
«@ \the foreign market. However, in this case the difficulty 
gf jis not higher wages and salaries (earnings in manufac- 
je turing being on average some 25% lower in Canada than 
“if the United States) but higher unit costs arising almost 
y (Wholly from the difference in the scale of production 
loperations in the two countries. 
st | In addition, where Canadian manufactured goods are 
ie) COmpetitive with American—as where the economies of 
ish cale in the United States are insufficiently important to 
tt utweigh the difference in wage levels —the entry of 
off these goods into the United States market is commonly 
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barred by very high tariffs. The United States tariff has 
traditionally militated against manufactured products, 
being so arranged that for most items rates of duty are 
low on raw materials and partially processed goods but 
much higher on fully manufactured articles. Indeed, by 
robbing Canadian manufacturers of their most obvious 
export market, the “progressive” aspect of the United 
States tariff has been in large measure responsible for 
keeping Canada an exporter of primary commodities 
and an importer of manufactured goods. 


About This Series 


IN CANADA, a profound and far-reaching re- 
assessment of the country’s economic affairs is 
under way, heightened in recent months by the 
dramatic events culminating in the departure 
from office of the Governor of the Bank of 
Canada, Mr. James Coyne, and by attendant 
controversy in Parliament on major questions of 
economic policy. Designed to throw some light 
on the discussion, this series of articles attempts 
to isolate from the complexity of factors involved 
those issues that appear fundamental to the 
problem and to its solution. 

The first instalment (in The Business Record 
for October, 1960) considered certain aspects of 
foreign investment and the balance of payments, 
which had been the principal elements in the 
arguments of the former central bank Governor, 
whose utterances had done much to stimulate 
and maintain the debate. In seeking the origins 
of Canadian economic policy, the second (in 
January of this year) reviewed the famous 
‘National Policy’’ of 1879, which statement re- 
mains, despite the many changes in emphasis 
and degree since, the basis of Canada’s eco- 
nomic objectives. The article examined these 
aims in the light of subsequent experience, and 
disclosed evidence to suggest that their pursu- 
ance by traditional methods might have produced 
certain difficulties, some of which seemed to have 
grown more intractable in the past few years. 

This third instalment, and a final one to follow, 
will explore some possible means of overcoming 
these apparent limitations in present policy. Be- 
cause of current interest in the subject, attention 
will initially be focused on the feasibility of a 
measure of economic integration between Can- 
ada and the United States. 


The dilemma is therefore apparent. The export trade 
that could serve to expand the market for Canadian 
manufactured products and thus reduce unit costs is 
largely prohibited either by those costs themselves or by 
tariffs. The way out of this dilemma would appear to lie 
through an initial reduction in Canadian manufacturing 
costs or through a lowering of other countries’ tariffs. 


Exchange Rate Amendment 


Before considering the possibility of achieving one or 
other of these objectives, it will perhaps be well to dwell 
briefly once more upon a course of action which it might 
be suggested is a legitimate alternative to either; 
namely, a reduction in the prices of Canadian products 
in foreign markets through the relatively simple expedi- 
ent of altering the exchange rate of the Canadian dollar, 
as has recently been attempted. This question was re- 
ferred to earlier in this article, appearing among a num- 
ber of measures for stimulating the economy that were 
expressly excluded from the current thesis as being at 
odds with the assumption of fundamental economic 
difficulty. In view of the interest in devaluation as a 
means of overcoming Canada’s economic problems, 
some further explanation for considering this action as 
outside the present terms of reference is in order. 

There is abundant evidence of the difficulties caused 
Canadian industry by the premium on the dollar, and 
every indication that production and employment will 
benefit substantially from the change to a discount. It 
seems likely that some Canadian manufactured goods 
will find markets abroad more readily as a result. How- 
ever, it must be recognized that the increased cost of 
imported materials and components will tend to offset 
the reduction in the price of finished products in foreign 
markets, so that the net gain from this point of view may 
well be slight. 

But perhaps more important than this reservation is 
the fact that the effects of a lowering in the exchange 
value of the Canadian dollar are precisely similar, in 
many respects, to an increase in the protection afforded 
to domestic industries, and carry most of the concomi- 
tant disadvantages. Thus, while it is true that the action 
taken recently has had immediately beneficial results, 
this impetus has been obtained at the expense of some of 
the same drawbacks that would have been induced by an 
increase in tariff barriers: a rise in the cost of living and a 
resultant spread in the gap between United States and 
Canadian living standards; the danger of retaliation 
against Canadian exports by the country’s trading part- 
ners, who may resent this additional obstacle to their 
goods entering Canada; and other problems referred to 
in the previous article in this series. Just as there are 
severe limits to the extent to which tariff levels can be 
altered in Canada with impunity, so there is a price 
for protection induced by other means. While, there- 
fore, it is acknowledged that the change in the exchange 
rate may well have been justified in the present circum- 
stances as a temporary expedient, it does not seem likely 
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that a lasting solution to the fundamental problems of 
Canadian industry will be achieved in this way. 

As indicated, it appears that such a solution could be. 
realized through the reduction of Canadian manufac-_ 
turing costs or lowering of other countries’ tariffs. The 
remainder of this article will consider the second of these” 
possibilities, partly because it is perhaps the easier of 
achievement, but mainly because it has in recent years’ 
been the more actively discussed. Attention will, how— 
ever, be focused on measures outside the scope of con-. 
ventional tariff negotiation, since there is much evidence: 
to indicate that the postwar trend toward the liberaliza- 
tion of world trade has largely run its course, and that 
such minor tariff amendments as seem likely to be made: 
in the foreseeable future offer little chance of a substan-- 
tial improvement in the terms of Canadian entry t 
foreign markets. 


New Economic Phenomenon 


The avenue that it is proposed to explore is that sug 
gested by the appearance on the international economi 
scene in the postwar period of a new and highly signifi- 
cant phenomenon: the integration of national economies 
into regional trading blocs. This movement is now we 
under way in Western Europe, where two separate such 
groups exist,? and is being emulated or deliberated iF 
various parts of Central and South America, Southea: 
Asia, Africa, and the Middle East. : 

The attractions of economic union are manifest. Whe 
tariff barriers and other restrictions on trade betwee 
countries are removed, goods move freely from one par 
of the integrated area to another. Thus the industries 0 
any country in the group can obtain access to the entir 
multinational market and thereby avail themselves o 
the economies of scale denied them on the basis of theii 


restricted exchange of goods, as is to be the case in thy 
European Economic Community, the region becomes, 
in the economic sense, as one country. The potential ¢ 
an area like the EEC, which has a population almos 
equal to that of the United States, is therefore readil), 
apparent. 

Many economists and others have seen in economiil 
integration the opportunity of overcoming the principe: 
problems of Canadian manufacturing, and despite thi 
summary rejection of such a possibility by the Ministe’ 
of Finance in his budget speech the idea remains ver= 


=} 


much alive. The most obvious partner for such an align 
ment is, of course, the United States. Suggestions ha H 
1 

1 Some of the problems associated with exchange rate manipulatie 
are discussed in “The Canadian Dollar, 1948-1958,”’ by Paul Wonne _ 
cott, University of Toronto Press, 1960 (especially Chapters 2 and | 

2 The European Economic Community (or “Common Market’™ 
consisting of France, West Germany, Italy, the Netherlands, Belgiut 
and Luxembourg, with Greece as an associate member; and tl 
European Free Trade Association, comprising the United Kingdom 
Norway, Sweden, Denmark, Switzerland, Austria, and Portugal, wi? 
a qualified membership by Finland. There is a fair likelihood that the: 
two groups will ultimately unite 4 
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' Output Per Man-hour: 
Canada and the United States 


In 1949 dollars 


Based on estimates of total hours worked in private sectors of economies 
and on gross national product of each country (excluding public sectors) 


Source: Gordon Commission study on ‘'Canada-United States Economic Relations" 
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\also been made for economic union with the United 
be | Kingdom, with one or other of the two European groups, 
| with all the countries of North and South America or 
w with the member nations of the Commonwealth, but 
al | these alternatives do not appear to be within the realm 
ii! Of immediate practical possibility. As has been indi- 
si cated, despite recent developments the difference in 
li | manufacturing costs between Canada and virtually all 
it Overseas countries remains very large. Union of the 
jv! Canadian economy with those of European nations, to 
i) |say nothing of certain of the low-wage countries of Asia, 
m Africa, and Latin America, would seem likely, therefore, 
yl) only to exacerbate the problems of most Canadian 
Wy {manufacturing industries. The most feasible such align- 
all i ment—with Britain or one or other of the European 

‘blocs—is in any case rendered largely out of the ques- 
wy |tion in the near future by the preoccupation of the 
9 Europeans with their own complex integration diffi- 
¢) culties. 


nt North Atlantic Union 


, Many of the same problems exist in the Fee fre- 
quently advocated in general terms, for an economic 
‘bloc embracing all the so-called “North Atlantic 
~ powers,” considered as including Canada, the United 
wl States and all the countries of Western Europe. This 
’ \prospect has never, so far as is known, been seriously 
.| explored at an official level and at present shows little 
if indication of proceeding beyond the status of a some- 
i’ what nebulous aspiration. 
i Apart from the questions outlined above, this idea is 
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considered by many to be at once too large and too small 
a concept. It is too large because it proposes to cover a 
heterogeneous group of nations whose economies are too 
dissimilar to permit simple integration. It is too small 
because the limitation of such an international trading 
experiment to the prosperous nations of Europe and 
North America would be resented by the rest of the 
world, which largely comprises the underdeveloped but 
industrializing countries of Asia, Africa, and Latin 
America, whose progress and enrichment is one of the 
foremost goals of Western policy. For these reasons it is 
felt that such an alignment would be economically im- 
practicable and psychologically undesirable. 

Possibly this judgment is premature and a valuable 
design will be evolved from the tentative and as yet ill- 
defined proposals put forward. Almost certainly some 
adjustment in world trading alignments will occur as an 
offshoot of the present European moves, notably as re- 
gards the system of Commonwealth tariff preferences— 
from which Canada benefits—if Britain should enter the 
European Economic Community. But the likelihood of 
anything approaching a North Atlantic economic union 
taking shape within a reasonable period seems at the 
moment too slight to render the idea a subject of imme- 
diate practical interest. 

The only potential economic bloc in which it appears 
feasible for Canada to seek membership in the present 
circumstances, therefore, is one with the United States. 


The History of ‘‘Reciprocity”’ 


Economic union between Canada and the United 
States 1s no new concept, “reciprocity of trade” as it 
used to be known, having been a live issue in the two 
countries’ affairs ever since the middle of the last cen- 
tury. Free trade in a limited list of natural products was 
actually established across the international boundary 
between 1854 and 1866, and attempts were made to re- 
vive the arrangement in 1869, 1871, and 1874, the nego- 
tiations in the last instance having involved considera- 
tion not only of primary commodities but also of a num- 
ber of manufactured goods. In these instances Canadian 
governments were generally agreed as to the desirability 
of reciprocity, the opposition coming mainly from the 
United States. 

After 1879 the attitude of the two major Canadian 
political parties on this question became divided, the 
Conservatives rejecting free trade with the United 
States in favor of their new National Policy, while the 
Liberals espoused “unrestricted reciprocity,” presum- 
ably intended to embrace all products. In the general 
election of 1891 the electorate endorsed the Conserva- 
tive program and the prospect of reciprocity seemed 
likely to be abandoned, if not forever at least for many 
years. 

However, in 1911 a Liberal government again went to 
the country advocating a measure of free trade with the 
United States. The initiative had on this occasion come 
from the American government and an agreement had 
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already been negotiated. It appeared highly favorable to 
Canada and was expected to find acceptance at the 
polls, but in fact the plan proved unpopular and was 
largely responsible for the Liberals’ defeat. 

Even after these experiences the Liberal party did not 
entirely abandon the aim of continental free trade. Back 
in power in 1922, they once more made tentative over- 
tures to the United States, but this time that govern- 
ment was again not interested. Finally, it has been 
widely rumored that United States-Canadian free 
trade was discussed between the two governments as 
recently as 1948, but these reports have never been 
officially confirmed. 


World’s Largest Trade 


Despite the rather unhappy history of the efforts at 
economic union, the idea still holds considerable appeal. 
Each country is the other’s biggest customer, their 
mutual trade being the largest between any two nations 


Some Comparisons of United States and Canadian Economies 


United States data as multiples of Canadian 


Population and GNP as in 1960; remaining series based on material prepared by Royal Commission 


on “Canada’s Economic Prospects" from 1953 data 

“ Excluding clothing 

Sources: Dominion Bureau of Statistics; United States Annual Survey of Manufactures; 
Gordon Commission study on "Canadian Secondary Manufacturing Industry" 
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in the world. This trade has also for some years been 
growing more rapidly than either partner’s national pro- | 
duction as well as much faster than total international | 
trade. 
Moreover, the two countries are similar in many - 
spects, and their economies are already linked in a large | 
number of ways. They appear, on the surface at least, to” 
be almost ideally suited for economic integration. Cana-_ 
dian industries might therefore be expected to welcome 
the chance of gaining access to the United States market. 
and the Canadian public to be enthusiastic about the 
prospect of increased prosperity that this development. 
would seem likely to entail. 

In truth, however, the majority of Canadians are de- 
cidedly cool toward the idea of economic union with 
their southern neighbor. Partly the reason for this atti- 
tude lies in the feeling that the problems of accommoda-. 
tion to such a relationship would be too great. The 
thinking behind this belief is somewhat as follows. 
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The advantages to be derived from economic integra- 
tion result largely, as has been noted, from the expanded 
markets available to industries in the member countries. 
However, the loss of tariff protection naturally means 
that only those industries with inherent competitive 
advantage will survive to enjoy these new opportunities, 
the remainder being overwhelmed by competition from 
imports now entering freely into the country from else- 
where in the group. In other words, there will be a 
greater degree of specialization in each partner’s indus- 
- try, some activities gaining new markets and being able 
to reduce their unit costs, while others succumb to the 
increased import competition. 

This is the expected pattern of developments in any 
|| economic union, and is already beginning to occur in the 
two European blocs. The difference between the situa- 
, tion there and that which might transpire in a United 
y States-Canadian trading zone, in the view of many 
t critics, reflects the number and relative size of the part- 
| ners in each case. In both the European Economic Com- 
| munity and the European Free Trade Association, it is 
_ pointed out, there are several participants of varying 
i 
I 
} 

} 
| 


| population and economic strength, whereas in a North 
' American union there would be only two partners of 
| very different scale: the United States, with a popula- 
_ tion of 180 million and a gross national product of $500 
_ billion; and Canada, whose population is only 18 million 


| and GNP, $36 billion. 


i Larger Adjustment for Canada 


Although careful study would be required to form an 
_ exact judgment on this question, it seems obvious that 
in such an unequal partnership integration would in- 
 volve a far larger adjustment for Canada than for the 
_ United States. The Canadian economy, at present de- 
_ signed to produce small volumes of a wide variety of 
| goods, would have to be adapted to the manufacture of 
'. much greater amounts of a smaller number of items in a 
_ continental market. While this process would also occur 
_ in the United States its incidence would seem likely to 
; bear more heavily on the smaller than the larger power, 
| producing severe, if temporary, unemployment, business 
failures, and other industrial dislocations. However, 
these difficulties could be mitigated if the process were 
. | spread over a fairly lengthy period (the complete elimi- 
| nation of internal tariffs in the European Economic Com- 
munity will take approximately fifteen years) and if 
| special measures were introduced for the relocation of 
workers, the compensation of owners of businesses 
| forced to close down, and similar devices (as is also to be 
‘ | provided in the EEC). 
_ A second reservation about United States-Canadian 
| free trade concerns the reliability of the United States as 
a partner in such an enterprise. Because of the large- 
scale adjustment required by the Canadian economy to 
)) |fit into a continental union, the country would have 
much to lose should the arrangement be terminated. And 
experience of the changeability of United States policies 
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in regard to import protection in the past gives Cana- 
dians cause to wonder whether any agreement reached 
with the United States might after a period of years be 
revoked, leaving the Canadian economy disoriented and 
exposed. 

The fear is indeed a serious one. However, as the two 
economies became more truly integrated the likelihood 
of their being separated would probably tend to recede, 
as economic groups in the United States as well as 
Canada came to have a vested interest in maintaining 
the union. 

Of these United States groups, the most important 
would be United States companies with subsidiaries in 
Canada. It does not seem likely, as some critics aver, 
that these subsidiaries would be closed down in large 
numbers, it being concluded by the parent corporations 
that the entire North American market could best be 
served by plants in the United States. United States 
companies have invested large amounts of capital in 
their Canadian operations and would not readily aban- 
don these investments. What is more probable is that 
these concerns would reorganize their production so that 
their Canadian facilities would take over from United 
States plants the manufacture of certain lines of product 
for both the Canadian and United States markets. As a 
result, such companies would be most anxious to avoid a 
breakup of the free trade bloc, which would oblige them 
to undergo a costly reversion to their original production 
arrangements. 


Loss of Managerial Autonomy 


However, the relationship between United States 
companies and their Canadian subsidiaries is another 
source of widespread misgiving about a continental eco- 
nomic union, since it is felt that the new status of these 
Canadian subsidiaries as mere branches in integrated 
North American corporations would facilitate their con- 
trol from central headquarters in New York, Chicago, 
or Detroit. Thus, even if the Canadian plant were not 
closed down, it would lose such autonomy as it now has 
and the managerial staff might be entirely withdrawn to 
the head office in the United States. 

This objection would seem to carry a good deal of 
weight, the only factor on the other side being the possi- 
bility that, in course of time, the various Canadian cities 
would each come to acquire positions as continental 
centers for different types of industrial activity, as is 
now the case in many cities of the United States. That 
is to say, just as Pittsburgh is the steel center and De- 
troit the automobile city for the entire United States, so 
Montreal, Toronto, and Vancouver might each develop 
a similar special status as suppliers of certain products 
for the whole of North America, and with this status 
would recover their managerial autonomy. Neverthe- 
less, it is hard to see anything of this kind occurring for 
many years, and in the meantime the control of a high 
proportion of Canada’s industries might well gravitate 
to the United States. 
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Apart from the loss to United States head offices of 
highly trained Canadian administrators and technical 
personnel (presumably including much of the cream of 
the nation’s young men) that such a development would 
entail, the deeper fear is of a decrease in political inde- 
pendence through the change in the locus of economic 
control of so much of Canadian industry. 

Any satisfactory evaluation of this likelihood would 
require the answering of three important questions that 
have never been adequately deliberated: first, whether 
the Canadian subsidiaries of United States companies 
do, on the whole, enjoy an effective measure of local 
autonomy; second, whether there is any necessary rela- 
tionship between the autonomy of industrial companies 
and the political independence of a nation; and third, 
whether—if the answer to the second question is posi- 
tive—the dangers of subversion of political sovereignty 
are greater when Canadian operations are being directed 
from abroad than when foreign economic interests have 
managerial organizations established within the country 
itself. At present, the answers to these questions are 
largely unknown. A little work has been done on the 
first, but the remaining two, which are more suitable for 
treatment by the political historian than by the econ- 
omist, have received virtually no serious appraisal, de- 
spite their currency in Canadian thinking on the subject. 


Dangers to Independence Exaggerated? 


However, from a cursory examination of the recent 
past it would appear difficult to show with any degree of 
conviction that control of Canadian subsidiary concerns, 
effected from inside or outside the country’s borders, has 
jeopardized Canada’s national independence. Indeed, it 
might be suggested that the greater the degree of foreign 
ownership of Canadian industry, however and wherever 
controlled, the greater has been the determination of 
Canadians that their political affairs shall remain free of 
external interference. Undoubtedly this situation could 

change, especially if the circulation in Canada of United 

States political ideas, carried in United States-controlled 
mass communications media and as a by-product of ad- 
vertising by United States-owned companies, succeeded 
in seriously indoctrinating the Canadian public. The 
apparent absence of such a tendency, as demonstrated 
in the marked difference in Canadian and United States 
attitudes to many international political issues, is for 
Canadians a reassuring phenomenon in this regard. 

Even so, the foregoing should serve to emphasize the 
prevalence and intensity of the fear that economic in- 
tegration with the United States could lead to the loss of 
Canadian political independence. It was this fear, skil- 
fully nurtured by opponents of the scheme, that caused 
the rejection of reciprocity in 1891 and 1911. Yet the 
objection was then, as it is now, largely emotional, with 
little rational thought being given by most people to the 
true likelihood of political absorption following inevi- 
tably on economic union. History provides little guid- 
ance to the question, if only because such economic 
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amalgamations have rarely taken place except in con- | 
junction with, or as a deliberate prelude to, political — 
association. : 
However, there is much evidence to suggest that po- | 
litical separateness is more easily maintained in a loose - 
than in a highly integrated union. The expression most 
frequently heard i in respect to United States-Canadian — 
free trade is “Common Market,” the popular term 
originally applied to the European Economic Commu- | 3 
nity. A common market, or as it is technically known a 
“customs union,” provides not only for the removal of 
the tariffs and other trade restrictions existing between 
the members, but also for the establishment of a com- | 
mon external tariff against the rest of the world. 
Such a scheme requires the cooperation of the part-. 
ners in working out the arrangements for mutual stage- 
by-stage tariff reduction and for the harmonization of 
external tariffs, and this liaison has to be continued in- 
definitely in order to obtain agreement to subsequent 
changes in the common tariff. In the EEC an elaborate, 
system of supranational authorities has been developed, 
intended to serve the partners’ avowed objective of ulti-- 
mate political union. While this feature could be omitted — 
from any design not aimed toward political amalgama- 
tion, the need remains for some kind of permanent joint. 
machinery to determine the case for amendments to the 
common tariff and to negotiate these amendments with 
other countries. The feeling in many quarters is that, in 
a United States-Canadian union, the great discrepancy” 
in size between the two partners could not fail to mean), 
the submergence of Canada’s influence in these arrange- 
ments, so that in order to be heard Canadian interests}; 
would find it necessary to go to Washington. Therein, it!) 
is suggested, lies the path to political absorption. 


‘Free Trade Area’”’ Preferable 


If this is SO, it would seem that Canada should not} 
consider joining a customs union with the United States,, 
but might contemplate membership with that country’ 
in what is known as a “free trade area.” This is the type” 
of relationship entered into by the countries of the 
European Free Trade Association, which have no ambi-- 
tions for political union. In a free trade area, the tariffs: 
between the partners are eliminated, just as in a customs? 
union, but the external tariffs of individual members are® 
left unaffected. The result is that once the internal trade: 
restrictions have been abolished no further need of joint) 
machinery (except perhaps for purely consultative pur- 
poses) remains, and the danger of one country’ s in 
fluence being overwhelmed by another’s is much) 
reduced. : 

The ability to set her own tariffs against outside coun~ 
tries would, moreover, prevent Canada from being 
wholly imprisoned in a North American economic bloc: 
Although Canadian trade and economic relations have 
increasingly been directed toward the United States 
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1See “Policies and Practices of United States Subsidiaries ir 
Canada,”’ Canadian-American Committee, Montreal 
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v recent times, trade with Europe and other areas of the 
world has been felt to provide some kind of counter- 
jweight, which has saved Canada from having “all her 

q(°2e" in one basket.” A free trade area arrangement with 

‘the United States, while certainly increasing the degree 

’ of integration between the two countries, would permit 

' Canada to maintain at least a measure of independent 

‘ economic relations with other countries. 


| Some of the Obstacles 


On the other hand, it may be questioned whether the 
United States would be prepared to leave Canada free 
_ to maintain her own external tariff structure. One of the 
problems of free trade areas, as opposed to customs 
" unions, is that in the former goods may find their way 
’ through one of the member countries into another. If, 
’ for example, Canada wished to encourage imports of a 
’ ‘certain item from outside, whereas the United States 
_jwas anxious to exclude the item, Canada’s external 
’ ‘tariff on the product would be set low, the United States’ 
high. The difficulty would then be to prevent foreign 
roducers from exporting the article to Canada over the 
ow tariff and then reexporting it duty-free into the 
nited States. 
This factor was one of the issues that caused the re- 
jection of a British proposal, some years ago, for an asso- 
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Sources: Dominion Bureau of Statistics; United States Department of Commerce 
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ciation of all the Western European countries (including 
the members of the European Economic Community) 
into a wider free trade area, and it seems unlikely that it 
would be any more favorably received by the United 
States. However, the difficulty is not insuperable, as is 
indicated by the successful operation of the system of 
Commonwealth preference, under which goods have to 
be accompanied by “certificates of origin” and are 
treated as native to the exporting country only if the 
value added by processing there exceeds a certain pro- 
portion of the total value. 

An additional obstacle to the formation of any eco- 
nomic bloc, whether a free trade area or customs union, 
is the difference in the statutory or customary arrange- 
ments as between members in regard to such matters as 
taxation, social welfare, work rules, and freight regula- 
tions. Differences in these respects will be reflected in 
relative industrial costs, and as they are not influenced 
by ordinary market forces may be considered inequi- 
table. For this reason it is the intention of the countries 
in the European Economic Community to bring about a 
harmonization of such arrangements. A similar plan in a 
North American association would doubtless again be 
seen by Canadians as leading inevitably to the imposi- 
tion of the United States pattern of affairs on her smaller 
partner. But the seriousness of these difficulties cannot 
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be determined outside of actual negotiation. Both the 
United States and Canada are federal unions in which 
the individual states and provinces have instituted 
many measures that affect the costs of their resident in- 
dustries, yet these developments have been found ac- 
ceptable, in the main, to other areas. It may be that, in 
a continental union, the same attitude would prevail in 
regard to such factors. 


Difficulties and Uncertainties 


Summing up the prospect of economic integration be- 
tween Canada and the United States, therefore, it 
would seem that the idea has distinct attractions, but 
is fraught with difficulties and uncertainties. The ad- 
justment to such a relationship would involve consider- 
able dislocations, although these could be alleviated by 
spreading the process over a lengthy period during 
which special measures were taken to ease the reorienta- 
tion. The danger of a revocation of the arrangement by 
the United States is a serious one, but would tend to re- 
cede as various economic groups came to have a vested 
interest in its success. Of these the most important 
would be United States companies with Canadian sub- 
sidiaries, which, rather than abandoning their plants 
and other facilities in Canada, would seem likely to 
adapt them to specialized production of individual lines 
for distribution across the continent. There would, how- 
ever, be a distinct probability of loss of autonomy by 
these Canadian subsidiaries, although how important 
this loss would be to Canada’s political sovereignty is 
open to question. More easily reckoned is the likelihood 
that the security of political independence would depend 
largely on the willingness of the United States to con- 
template the more open arrangement of a free trade 
area, rather than insisting on a customs union, and to 
accept minor differences in cost factors arising from the 
separate Canadian structure of laws and_ practices 
affecting business. 

In short, United States-Canadian economic union 
would seem to be a possibility worthy of detailed investi- 
gation, but it is only realistic to recognize that any move 
in this direction would have to overcome a considerable 
weight of popular prejudice in Canada against the idea, 


Motor-vehicle Production and Trade in Canada and 
Principal Producing Countries in 1960 


Production Exports Imports 
Thousands Thousands %of Thousands % of 
Production Production 
Canada) ad. sctersasyiee.s 396 23 5.8 180q 45.5 
United States...........0.0...... 8,059 325 4.0 483 6.0 
United Kingdom................ 1,778 710 39.9 n.a. 
France acnacdaenesctssbs Ae axky ccs 1,369 555 40.5 na. 
West Germany................. 2,055 983 47.8 na. 
Wb creat terra arannhss dccsn sao5%s 690 205 29.7 n.a. 


a—Of total motor vehicles imported into Canada in 1960, 18% were brought in from parent 
companies in the United States. The remaining 82% were European vehicles in the following 
proportions: United Kingdom 53%, West Germany 22%, France 5%, Italy 1%, other 
countries 1% 


Sources: Royal Commission on the Automotive Industry; Dominion Bureau of Statistics 
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which is widely seen as inimical to the country’s inter- 
ests. For this reason it may be doubted whether, in pres- 
ent circumstances, the proposition is likely to be es- 
poused by any of the Canadian political parties. Recent — 
experience indicates that the Liberal party, the fore-— 
most advocate of continental economic union in the 
past, has for many years fought shy of the issue.! The — 
Conservatives appear to retain their traditional abhor- ~ 
rence of the prospect, while the remaining parties have — 
shown no great enthusiasm for such a policy. 
Therefore, while it is to be expected that both Cana-— 
dian‘and United States interests will give such a scheme — 
their earnest consideration, it will be as well to recog-— 
nize that the chances of obtaining agreement to the idea 
are perhaps not great. In these circumstances, a useful — 
purpose may be achieved by devoting some time to a 
few more limited measures, aimed in the same general 
direction but involving less likelihood of opposition. 


Selective Free Trade i 


One proposal that aroused some interest a short time 
ago was that for “selective free trade’”’ with the United — 
States. Under this plan the two countries would agree to 
remove the tariffs existing between them on certain | 
specified items in which continental free trade seemed » 
likely to be of mutual advantage. An example where 
this situation already exists is the agricultural machin-— 
ery industry, which appears to operate efficiently across’ 
the United States and Canada with a high degree of 
specialization occurring in each country. However, the” 
rules of the General Agreement on Tariffs and Trade do!) 
not permit the granting of strictly bilateral tariff advan-. 
tages of this kind, any concessions given to one trading} 
partner having to be extended to all, except in a fully” 
fledged economic union. The items concerned in such any 
arrangement would therefore need to be ones on whichy’ 
both Canada and the United States were prepared 
eliminate their tariffs multilaterally, and it may 
questioned just how many of these there might be. . 

Even so, the idea is worth further study, as is any de= 
vice for bringing down the United States tariff on manu-. 
factures, which is unquestionably the greatest barrier to! 
the further development of Canadian industry. 


The Bladen Plan 


A particularly ingenious plan along these lines is that! 
developed by the Royal Commission on the Automotive 
Industry (the sole Commissioner was Professor V. W_ 
Bladen of the University of Toronto), which was pubs 
lished a few weeks ago.? This scheme is an extension 0” 


1A paper putting the case for United States-Canadian economi 
union, presented by Professor Harry G. Johnson to the Liberal: 
sponsored Study Conference on National Problems at Queen’s Univ 
versity, Kingston, in September, 1960, was received with li le. 
enthusiasm by the participants. This paper is reprinted in the Uni) 
versity of Western Ontario “Business Quarterly” issue of Spring, 196) 

2 “Report of the Royal Commission on the Automotive Industry,’ 
The Queen’s Printer, Ottawa u 


| The Changing World Economic Environment 


Breakdown of manufacturing output by principal industrial nations and economic blocs, 1938-1958 
Calculated on value added in constant dollars; Russia, Eastern Europe and mainland China excluded 
4 Sources: ‘Patterns of Industrial Growth, 1938-1958," United Nations, New York, 1960 
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the arrangement, originated in 1936, under which an 
automobile manufacturer which achieves a certain 
“Canadian content” in the vehicles produced becomes 
eligible for duty-free entry of component parts of a kind 
ot made in Canada. The Commission’s proposal is that 
he value of any Canadian-made component incorpo- 
ated into automobiles assembled in other countries 
hould be included in the calculation of Canadian con- 
ent, and that the duty-free entry so “earned” should 

applicable to fully completed vehicles as well as to 
ny component parts. 
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The thinking behind the proposal is clear. All the 
companies manufacturing cars in Canada are subsidi- 
aries of the major automobile producers in the United 
States. All rely heavily on components, and in some 
cases assembled vehicles, imported from the parent 
corporation. Yet the relatively low volume and conse- 
quent high costs hampering Canadian manufacturers 
make for more expensive cars! and heavy competition 
from European automobiles, which last year captured 


1 The factory selling price of a standard low-priced sedan is typi- 
cally 10% to 15% higher in Canada than in the United States. It is 
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almost 30% of the domestic market.! Professor Bladen’s 
plan is designed to overcome these difficulties by provid- 
ing an incentive to automobile companies to find export 
markets, not so much for their vehicles as for individual 
components. Success in this respect would then allow 
other parts, or fully assembled automobiles, to be im- 
ported duty free from the companies’ parent corpora- 
tions in the United States, so that by a combination of 
these two factors lower costs—and cheaper cars— 
would result. 

The plan is in reality aimed more at the United States 
parent companies than their Canadian subsidiaries, 
since it depends on the readiness of the parent corpora- 
tions to utilize Canadian components in cars assembled 
in Detroit. It is, in short, calculated to bring about 
greater integration of the operations of automobile com- 
panies in the two countries. In the words of the Com- 
mission’s report: 


“The prospect to the foreign automobile manufacturer of 
being able to extend his market by exporting vehicles duty 
free to the protected Canadian market should encourage him 
to buy the required amount of Canadian parts, even though 
the laid-down cost of these parts might be somewhat higher 
than the price at which they could be secured at home. 
Certainly, | believe that some reallocation of automotive 
production would result from the adoption of this plan in 
spite of the existing foreign tariffs against parts. Initially such 
reallocation is most likely between Canada and the United 
States.” 


Invitation to the United States 


There is at least a hint of an invitation to the United 
States to assist in the process of integration by lowering 
its tariffs on the types of components that United States 
aaittomobile companies might decide to import from their 
Canadian subsidiaries. “I realize,’ Professor Bladen 
notes, “that this proposal for ‘notional’ content would 
be more effective if our exports did not have to over- 
come the tariffs of other countries.” 

Reductions in United States tariffs on individual 
automobile components might, indeed, be a feasible 
prospect, for United States automobile producers would 
presumably have little to fear from such a develop- 
ment, as they would themselves represent virtually the 
only effective market for these components. The only 
danger to them would seem to lie in the possibility that 


noteworthy that at the retail level this differential is increased to over 
20%, owing to the greater costs of distribution and selling in Canada 
and to the much higher level of Canadian taxes on sales of automo- 
biles. This latter difference has recently been reduced as a result of the 
removal of the 714% Canadian federal excise tax on passenger cars 

1 The success of European cars in the Canadian market has been 
enjoyed mainly by British vehicles, which are eligible for duty-free 
entry under the Commonwealth preference arrangements; imports 
from other countries are liable to a tariff of 1714%. In addition to the 
proposals outlined above, the Bladen Commission recommends that 
automobiles imported from Britain should in future bear a 10% tariff 
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European car manufacturers might be induced by lower — 
tariffs on parts to establish assembly operations in the - 
United States, but this likelihood does not appear to be / 
great. On the other hand, however, United States pro- — 
ducers might be encouraged to develop overseas facili- 
ties for supplying components for their own vehicles, © 
thus undermining the Canadian industry. 
At the time this article went to the printers many of - 
the specific points in the report had yet to be clarified 
and there had been little opportunity for a thorough ~ 
appraisal of its implications. All it seems fair to say, at — 
this stage, is that the scheme represents an imaginative © 
and original attempt to solve the difficulties of one 
Canadian industry that could well have application to 
others. The proposals are interesting, in particular, in ~ 
that they attack these problems through a device in- 
tended to encourage a cooperative attitude on the part | 
of United States parent companies. Since the value of 
United States investments in Canada currently exceeds 
$15 billion, of which approximately two thirds is direct | 
investment in Canadian operating branches and sub-- 
sidiaries, the concern of the United States in Canadian 
development is substantial. ; 
It appears, therefore, eminently sensible to try to” 
elicit the aid of United States interests in questions of 
Canadian economic welfare. When one of the most | 
obvious means of improving the position of the Cana-~ 
dian economy is through a greater degree of integration’ | 
with that of the United States, the wisdom of such a) 
course needs no further emphasis. Thus, whether or not! 
the Bladen plan is adopted by the government, and iff 
adopted whether or not it succeeds, further efforts along} 
these general lines would seem both desirable and likely. | 


Wider Criticism 
This article has by now explored at some length the} 


possibilities of escaping from the present Canadian) 
economic dilemma of high costs and small markets 
through an expansion of export markets for manufac- 
tured goods. It has been suggested that the most promis- 
ing line of action in this regard may be the greater inte- 
gration of the Canadian and United States economies, | 
either through the medium of full economic union or by* 
some partial or sector approach. 

Before leaving the subject it will be as well to refer’) 
briefly to a criticism of increased North American inte-/ 
gration, of whatever type or degree, that has nothing to) 
do with the specific dangers to Canada of associatior 
with the United States, but is rather concerned with the! 
wider difficulties thought likely to arise from any further 
tendency toward the formation of regional economi@ 
blocs throughout the world. These misgivings, which aré 
sophisticated and generally disintérested in the narrow 
national sense, are of a globe divided into economic 
superstates organized within geographic and ethni@ 
boundaries, a development which it is considered could 
lead to a hardening of existing international tensions. 

While this argument must be respected, it would ap 


pear that the influences tending toward regional align- 
ments, economic and political, throughout the world are 
too strong to be stopped. In an era in which the great 
powers number their populations in hundreds of mil- 
lions, the incentive for smaller powers to coalesce into 
comparable groupings is very great, and is likely to con- 
tinue on an increasing scale.' 

Nor would it seem that such associations are neces- 
sarily undesirable, provided they occur simply for 
reasons of economic efficiency or political strength, and 
permit the continuation of trade and liaison between 
groups, rather than only within them. If these require- 
ments are met (and allowing always for the political- 
psychological factors mentioned earlier with reference 
toa “North Atlantic” free trade area), there would seem 
nothing essentially more sinister about regional than 
purely national economies. 

Therefore, should it be concluded that Canada’s 
future in the new world environment can best be en- 
sured through some measure of economic integration 
with the United States, it would be as well to attempt an 
accommodation to this eventuality on the best available 
basis. The foregoing appraisal has endeavored to ex- 
plore some possible avenues toward such an accom- 
-modation. 

However, whether or not a solution to Canada’s 
economic problems is felt to lie in increased interde- 
pendence with the United States, it need not be the only 
solution, nor can it be the whole solution. The final 
article in this series will therefore consider some of these 
remaining points and draw a number of conclusions. 


Roy A. Marritws 
Canadian Office 


1 An accompanying chart illustrates the fact that almost 80% of 
total industrial production in the non-Communist world is now 
accounted for by three large economic units-—the United States, the 
European Economie Community, and the European Free Trade Asso- 
ciation. While reliable data are not available for the Communist 
nations, it is clear that these countries too have been integrated to a 
large extent into a single economic bloc (or possibly two-one dom- 
inated by Russia and the other by China) which is of large and rapidly 
growing industrial potential 
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Marketing Electrical Apparatus and Supplies—'This book ex- 
amines the nature of the electrical manufacturing industry, 
the characteristics of the markets it serves, related channels 
of distribution, and such competitive aspects of the industry 
es methods, product differentiation, service policies, 
and promotional activities. By Professor Ndwin H, Lewis. 
McGraw Ifill Book Company, 330 West 42nd Street, New 
York, 1961, 306 pages. $9.00. 


Ideas, Inertia, and Achievement—This book surveys current 
opinion on how to shorten the time lag between scientific 
discovery and engineering application. It reports the experi- 
ences and opinions of nearly one-hundred industrial com- 
panies and technical organizations and features detailed 
reports of how fifteen companies are trying to solve the 
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problem. Another interesting feature is a chapter on how the 
Soviet Union seeks to shorten the time between invention 
and practical application, By F. B, Turek. The American 
Society of Mechanical Engineers, 29 West 89th Street, New 
York 18, New York, 1960, 188 pages. $5.00. 


Essentials of Accounting Theory—'This short volume is designed 
to aid management people in acquiring a basic knowledge of 
how financial information is compiled and summarized. 
Liberal use is made of charts and diagrams to illustrate 
points of fundamental accounting theory. In addition to 
general accounting, the book contains chapters on cost 
accounting, including standard costs and direct costing. 
By Wilford J. Eiteman. Masterco Press, Ann Arbor, Michi- 
gan, 1961, 64 pages. $3.00, 


Cases and Materials on the Law of Insurance—This volume is 
one of the publisher's series of casebooks on various aspects 
of law. Now in its fourth edition, the book presents cases 
and materials designed to aid students in their study of 
insurance law. It is divided into four major parts: insurance 
and the public interest, interests protected by insurance, 
selection and control of risks, and marketing of insurance 
and adjustment of claims. A selected bibliography is in- 
cluded and the appendixes contain a number of standard 
insurance policy forms. By Kdwin W. Patterson and William 
I. Young, Jr. The Foundation Press, Ine., 268 Flatbush 
Avenue Extension, Brooklyn, New York, 1961, 758 pages. 
$11.00, 


Directory of Firms Operating in Foreign Countries—This volume 
contains geographic and alphabetical listings of 8,300 
United States companies doing business abroad through 
branches, subsidiaries, or other forms of investment. Com- 
piled by Juvenal L. Angel. World Trade Academy Press, Inc., 
50 Hast 42nd Street, New York 17, New York, fourth edition, 
1961, 202 pages. $17.50. 


Cases in Financial Management—This collection of over fifty 
cases in financial management is intended for the use of 
advanced students of business finance. It is designed to 
illustrate the application of financial management prin- 
ciples. The book is divided into seven parts: the capital- 
ization plan, cost of capital, capital budgeting and return 
on investment, operating finance, stockholder and other 
interests, merger valuation and special problems, and capi- 
talization aspects of reorganization, A set of actuarial tables 
is also included, By Robert L. Masson, Pearson Hunt, and 
Robert N. Anthony. Richard D, Irwin, Inc., Homewood, Illi- 
nots, 1960, 720 pages. $12.00. 


Accounting and Business Fluctuations—The author discusses the 
influence of accounting methods on business cycles, Dif- 
ferences between accounting and ‘economic’ income, in- 
ventory valuation methods, depreciation policy and in- 
vestment decisions, dividend policy, wages, and pricing 
policies are examined to see how they contribute to business 
fluctuations, A bibliography is included, By Delmas D, Ray. 
University of Florida Press, Gainesville, Florida, 1960, 184 
pages. $6.50, 


Readings in Policy and Practice for International Business— 
A selection of articles that have appeared over the past few 
years in one of the leading trade journals serving the 
international trade community. Designed primarily to 
supplement a college course in marketing, the compilation 
focuses on a variety of subject matter and illustrative detail 
rather than on organized discussion of policy and operating 
problems, Hdited by Edwin F', Wigglesworth, associate profes- 
sor of marketing, Graduate School of Business Administration, 
New York University. Thomas Ashwell & Company, 20 Vesey 
Street, New York 7, New York, 1961, paper bound, 380 pages. 
$10.00, 
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Consumer Buying Plans 


Move to Higher Ground 


Consumer opinions about current business condi- 
tions, the employment situation, and household income 
improved in April-May. The upswing in attitudes came 
on the heels of some impressive March—April gains that 
ended the slump of the previous twelve months. In 
May, optimism spread down from upper-income house- 
holds to those in the lower brackets, a favorable sign for 
the future. 

Coincidentally, consumers’ intentions to buy new 
automobiles rose slowly but steadily from the beginning 
of 1961, pulled even with their 1960 rate in March, and 
held at that mark for three consecutive months. The 
exuberance exhibited by plans for used automobiles— 
which rose to a 1960-1961 high in February—March— 
held steady and then tapered off in April-May, but 
plans were still 13% higher than a year ago. 

For the first time in 1961, intentions to buy homes 
were about the same as last year. Plans were steady dur- 
ing the first five months this year, whereas last year they 
fell sharply. Smaller year-to-year declines occurred in 
plans for home improvements, home furnishings, and 
most of the major appliances. April-May vacation 
plans gained a fifth over last year, but only domestic 
destinations received the boost. 


Optimism Grows 


Consumers evidently saw that economic recovery had 
begun, and their opinions about current business and 
employment conditions consequently brightened be- 
tween March and May. However, their expectations for 
the next six months were less ebullient than before. 
Perhaps a measure of dissatisfaction with the rate of 
business recovery dampened the enthusiasm of some. 
Nonetheless, optimism about the future was still con- 
siderably more prevalent than last year. The recent de- 
cline did not begin to match the setback of a year ago, 
when the public became concerned over the gathering 
clouds of recession. 

A striking outcome of the latest survey data is the 
favorable change in opinions about present business and 
employment conditions. Although fewer household 
heads this year than last believed that jobs and trade 
had picked up over the past six months, the year-to-year 
gap was much narrower in April—May than in the first 
quarter; ¢.g., fewer than 20% reported local business 
conditions good in February—March, 1961, as against 
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42% the year before. But in April-May, optimistic 
opinions were expressed by 32% of the respondents— 


only a slightly smaller percentage than the 38% of a year 


ago. At the same time, reports that jobs are hard to get 
fell from 51% in February—March to 40% in April-May, 
in contrast to an increase in the same period last year. 
In both cases, the reversal of the early-to-midyear 


trends between 1960 and 1961 has thus far given 1961 


the advantage of the comparison. 


The increase in optimism about current business con- | 


ditions, job opportunities, and household incomes dur- 
ing April-May was distributed equally among all in- 
come groups, in contrast to earlier months when a rise 


in optimism occurred only among the higher-income — 


groups. 

This spread of optimism down the income ladder 
is an important sign and harbinger of recovery, since a 
considerable portion of final demand originates at the 
base. A turnabout in- business inventory and investment 


decisions cannot long be sustained without increased — 
confidence among households with relatively modest — 
means. They form the largest segment of the nation’s — 


consumer units. 


Car Buying Plans Point Upwards 


The rising optimism reflected by consumer opinions — 
coincided with a clear improvement in buying plans. — 
A slow but steady rise characterized new automobile — 
plans from the beginning of 1961 to April-May. Eight — 


per cent below the year-ago rate in the opening months 
of 1961, these plans as the months passed approached 


their 1960 rates. During the first half of 1961 sales of new - 


automobiles were considerably below those in the same — 
period of last year, but the increase in the planning rate — 


Car Buying Plans in Gradual Uptrend 


Plans to buy new automobiles within the next six months 
Two-month moving average; index numbers: January—December, 1959 =100 
Sources: Sindlinger & Company; The Conference Board 
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Home Buying Plans Stabilize 


Plans to buy homes within the next six months; includes plans specifying new homes, 
used homes and uncertain as to which kind 

Two-month moving average; index numbers: January—December, 1959 =100 

Sources: Sindlinger & Company; The Conference Board 


1958-1959 


oe 


points to improvement. Indeed, sales during the second 
_ quarter were somewhat closer to the 1960 volume than 
in the preceding three months, and recent planning rates 
imply that the slowdown of 1960-1961 constricted 
the new automobile market considerably less than the 
1957-1958 recession. 

_ While used-automobile plans were lower in April- 
' May than in the first quarter of 1961, they were still 
13% above the year-ago level. The continuation of year- 
_to-year increases in used-car plans signaled the end of 
the switch away from old-model cars, which occurred 


a 
| 


during the first year of the “compact-car era.” 


/ Home Buying Plans Stabilize 


For the first time in 1961, total home buying plans 
‘were about the same as last year. Intentions to buy 
_ homes remained steady during the first five months of 
the year, in contrast to a steep decline from higher plan- 
ning levels over the same months last year. But this 
' year’s stability was thus far owing to an upward move- 
ment of plans centering on existing homes, while plans 
for new homes slipped. The residential housing market 
_|has reflected these patterns. 

_ Smaller year-to-year declines marked plans for home 
‘improvements and home furnishings. In contrast to 
dips in these intentions last year, plans for home im- 
\provements and furniture gained somewhat between 
March-April and April—May. Floor-covering plans re- 
mained level. 

The recent advance in home improvement plans is es- 
pecially noteworthy, because in both previous years the 
‘seasonal peak appeared to occur before April-May. The 
more gradual but continued uptrend in 1961 probably 
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reflects increasing confidence leavened by the easing of 
consumer credit. 


Bright Spots Appear in Appliances 


Plans to buy appliances also began to veer away from 
their 1960 directions, when all appliance plans dropped 
from the March-April to the April-May period. Pur- 
chase intentions recently increased for air conditioners 
and dishwashers. They remained largely unchanged for 
refrigerators, vacuum cleaners, washing machines, and 
dryers, and they fell only for home freezers, ranges, and 
television sets. 

On a year-to-year basis, air conditioner plans were 
one tenth higher than last year, and dishwasher plans 
moved up to their 1960 rate. While plans for the other 
appliances ranged from 11% to 29% under their 1960 
frequencies, in most cases the dips were shallower than 
in March-April. 

In general, purchase planning in April-May im- 
proved further upon that of the previous two months, 
when the first gains cropped up. The increases in plan- 
ning rates, however, do not point thus far to a concerted, 
exhilarating demand-push upon the consumer hard 
goods markets. The watch-and-wait approach of the 
previous five months still seemed to suffuse household 
planning. 


Boost in Vacation Plans 


Plans for a vacation trip gained by a fifth in April- 
May compared with a year ago, but this increase was 
restricted to destinations within the United States. 


N EW SURVEY FIRSTS: The distribution of vacation 
plans according to destination and means of trans- 
portation was subdivided by household income. The 
‘age effect’ on buying plans for all households and 
among households by income divisions is also 
shown. For example, while plans generally tended 
to be proportionately more frequent among younger 
households and least among older households, in- 
tentions to buy new automobiles were most 
numerous among households whose heads were 
from thirty-five to fifty-four years old. New-car 
plans were reported proportionately more often in 
the under-35-year-old category only by households 
with less than $5,000 aggregate yearly income. 

These are some highlights of the latest report on 
the survey of consumer attitudes and buying plans 
conducted by The Conference Board with the finan- 
cial sponsorship of Newsweek. The interviews and 
tabulations were conducted by Sindlinger & 
Company. 
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Plans To Buy Automobiles, Homes, and Appliances within Six Months 
Index numbers: January through December, 1959 = 100 


— b= Mar.— Apr.— May- Jan.— Feb.— Mar.— Apr.— May 
Plans To Buy a5 Mee rats Mey ie Plans To Buy Feb. Mar. Apr. May June ; 
New automobiles Air conditioner 
196 O terete aee 109 101 104 108 110 125 127 117 111 
UU epi Gaede coceecee ceeeecrneceore 100 102 103 105 96 111 134 
Used Automobiles E 
DOG OMS crc tees catecoreen eects 106 97 89 87 85 105 78 70 86 | 
LOG tick ence 104 112 106 98 71 59 68 
Total automobiles! 
T9GO cctesctoo se ceoecee denaetnantees 107 97 95 99 98 101 88 66 65 
9G Tia eee eerie eee tes 99 105 104 103 65 52 49 : 
New homes 
TOGO Serene cece teaens 103 106 96 81 76 97 94 78 70 
VOGT Se ees aiken tents soneupecs 83 75 76 73 A") 83 69 
Used homes 
of 0 ee nna ane race ACR on erertr 108 110 91 77 88 107 87 76 79 
Lice hencrsnreeR RE ope cas eeRERORCE 85 83 91 101 58 60 55 
Total homes! 
ROG O besig wrecstrtates ceseausneeb oes 102 106 93 80 85 117 96 85 87 
VOGT MS Boek curicnsceentesssceens 82 82 86 81 65 62 63 
Floor coverings 
VOGEO ee a cescotehceceatocte rs 101 104 98 93 85 86 83 75 84 
TOG I ree Pees Nason tates: 95 93 92 92 81 68 59 
Furniture 
VIGO sere oees, races wrettee ae 95 1017 95 87 88 119 113 81 80 
ee Bok ee Rene Cee Bee area Beyer 78 76 79 81 91 74 72 
Home improvements 
TOGO rere at hcsasrerscesreteesneat ee 101 110 116 110 99 109 94 89 84 
TDG ieee, cote sseir rote Sivewerae 87 93 93 95 77 66 63 


1 Includes buying plans specifying either new or used, uncertain as to which kind 


Buying Plans and Age of Household Head Among Households of Varying Income Size, 


Sources: Sindlinger & Company; The Conference Board 
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Household Income 


Household Income 


Household Income 


All Income Groups Under $5,000 $5,000-$9,999 $10,000 & Over 

Age of Household Head Age of Household Head Age of Household Head Age of Household Head 

Under 55 and Under 55 and Under 55 and Under 55 and 

35 35-54 Over 35 35-54 Over 35 35-54 Over 35 35-54 Over 

All Households..............00cccccccccceee 23% 49% 29% 20% 38% 42% 26% 57% 17% 17% 64% 20% 
New automobile................cc00cc08 23 55 22 34 37 29 26 55 18 11 68 21 
Used automobile.................00..c000006 35 47 18 37 42 22 33 53 14 36 44 19 
New and existing homes............... 38 47 14 38 SH 25 41 51 8 30 56 13 
Furniture and floor covering......... 32 52 20 33 40 26 34 54 12 22 65 14 
Standard appliances'.................... 32 50 18 31 42 27, 36 51 13 20 63 17 
Newer appliances?..................00000 38 50 11 43 42 15 38 53 9 35 53 12 


1 Ranges, refrigerator, television set, vacuum cleaner, washing machine 
2 Air conditioner, dishwasher, dryer, freezer 


Plans to travel within home and neighboring states rose 
by more than one half, and plans to spend vacations in 
far-away states were up nearly one third. In contrast, 
intentions to travel to most foreign areas fell con- 
siderably. 

The analysis of vacation plans by mode of transporta- 
tion shows increases in all except ship travel. A one- 
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Sources: Sindlinger & Company; The Conference Board 


tenth increase in air-transportation plans indicates a) 
growing acceptance of the airplane for vacations within) 
the United States. Plans to use trains gained only 
slightly, while intentions to use the family car, the most’ 
popular means of transportation, kept up with the one- 
fifth increase of total vacation plans. Intentions to usey 
the bus for vacation travel gained even more. 


Vacation Plans and Household Income 


The percentage distribution of vacation plans accord- 
ing to the income of the households shows that vacation 
plans relative to population were more numerous among 
households with higher incomes. Domestic travel plans 
were distributed among income groups in about the 
same manner as all vacation plans. However, households 
with income of $10,000 and over had considerably more 
foreign vacation plans than indicated by their propor- 
tion of total vacation plans. Canadian plans were some- 
what more concentrated in the lower and upper ends of 
the income scale than domestic travel plans. European 
and other overseas plans showed this same tendency, 
but in an even more pronounced fashion. 

It seems that not only upper-income families but 
also relatively many low-income households are lured by 
the fascination of foreign travel. The question is whether 
the low-income units save on other outlays or use credit 
to make the trip they want, or whether they alter their 
plans as vacation-time nears. 

All income groups planned to use the automobile for 
vacation travel in the same proportion as their total 
vacation plans. Bus plans, not surprisingly, were 
strongly concentrated in the lower-income groups. Train 
plans were also considerably more popular among lower- 
income households than among the well-to-do, but their 
low-income concentration was not so great as in bus 
plans. Air-travel plans were distributed relatively 
heavily in the highest-1 -income group. However, house- 
holds with yearly incomes of $5,000 and less had 
relatively as many air-travel plans as their proportion 
of total vacation plans. 


Buying Plans and Age of Household Head 


Age of household head is an important factor in de- 
_ termining the expected frequency of purchase plans by 


Per Cent Distribution of Vacation Plans by Annual 
Household Income, April-May, 1961 


Alllncome Under $5,000— $7,500— $10,000 
Groups $5,000 $7,499 $9,999 & Over 


| All Households...........000000+. 100 46% 30% 14% 10% 
Plans to take a vacation 
within @ year............00 100 32 33 19 16 


In state or neighboring 


BETO rate cee aecucecesiretens 100 31 31 20 18 
Other states................... 100 33 35 18 13 
RBA nhc c. ju ctotecistescster 100 35 30 16 19 
‘SRST STE, soe ee Cee 100 53 13 7. 22 
Other foreign................ 100 4] 23 9 20 

Mode of transportation 
Automobile...................... 100 30 35 21 15 
MOMLOOG: echoes: 100 53 22 15 10 
CULPA een Ree ero 100 30 21 14 35 
LUCA cdodo ARR ES a 100 64 26 5 5 


Sources: Sindlinger & Company; The Conference Board 
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the household. On the basis of first-quarter-1961 reports, 
younger households (head under thirty-five) had more 
buying plans in most categories of this survey than their 
population proportion indicated. Older households 
(head fifty-five or over) reported proportionately fewer 
buying plans. Only households with heads thirty-five to 
fifty-four years of age had approximately their “‘proper”’ 
share. 

“Young” households need more new items, and they 
seem willing to borrow if their income is insufficient. 
The needs of older households are more for replacements 
than “expansion.” Even replacement proceeds slower, 
however, as these households seem to settle into the 
mold of their existing home, its furnishings, and its 
appliances. 

The youngest group seems to be the most eager to 
plan for homes and the newer appliances, such as air 
conditioners, dishwashers, freezers, and dryers. Among 
older people these are the very same commodities for 
which intentions are the least numerous. A different 
pattern, however, emerges in plans to buy new automo- 
biles; households with heads thirty-five to fifty-four 
years of age had a higher planning frequency than both 
younger and older households. 

New tabulations in this survey make it possible to 
examine the effects of the age of the household head by 
households of varying income size. 

The age distribution of households vary by income. 
Among low-income households (annual household in- 


Vacation Plans and Household Income, April- 
May, 1961 


Percentage distribution of vacation plans by annual household income 
Sources: Sindlinger & Company; The Conference Board 


% 
100 


$ 10, ce & OVER 
$ 7,500-$ 9,999 
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I$ 5,000-$ 7,499 5,000- I$ 5,000-$ 7,499 Fh za] 
: + ; 


20 
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come under $5,000), the proportion of older people is 
presently more than twice as high than among house- 
holds with higher income. (Most older households have 
less than $5,000 income.) Heads thirty-five-to-fifty-four 
years old are most frequent among households with 
more than $10,000 yearly income, and younger house- 
holds bear a larger proportion in the middle-income 
groups than in other income classes. 


The Young and the Old 


The age effect on buying plans was generally similar 
for all income groups, except in the case of plans for 
new automobiles. The younger households had relatively 
more plans in all income groups than their population 
proportion, and older households had relatively fewer. 
The influence of age was most pronounced among house- 
holds with income of under $5,000. Even new automo- 
bile buying plans of households with heads under 
thirty-five years old were considerably more frequent 
proportionately than plans of households with older 
heads. In contrast, among households with incomes of 
$5,000-$10,000 the pattern of new-car buying plans 


Te ADVANCE VIEW —Preliminary survey re- 
sults for May-June became available as this article 
was being prepared.A new cloud of caution seemed 
to dim consumer buying intentions. 

Plans to buy new automobiles declined on a 
month-to-month basis for the first time since the 
opening months of 1961. The new month-to-month 
dip amounted to only 2%, but this took plans 6% 
below last year’s rate. Intentions to purchase used 
automobiles continued strong (15% above a year 

*ago), leaving total automobile plans still slightly 
greater than in 1960. 

Plans for both new and existing homes declined, 
and total home buying plans were 15% less than 
those in the same months of 1960. By contrast, in 
previous months they were slightly above year-ago 
rates. Coincidentally, a new slip in furniture plans 
widened their year-to-year dip. 

In brighter relief, however, a narrowing of the de- 
cline occurred in home improvement plans, and 
floor-covering plans remained at the year-ago rate. 
Plans for air conditioners and freezers were a tenth 
above a year ago, and intentions to buy dishwashers 
and vacuum cleaners approached their 1960 levels. 
Plans for washing machines, clothes dryers, and re- 
frigerators further narrowed their gaps from last 
year's rates. 


24 


distributed according to age was similar to the popu- 
lation proportions, indicating no significant age effect. 
While top-income households generally show the 

greatest frequency of new-automobile buying plans, the 
frequency among the young well-to-do was lower than 
among households with a head thirty-five and over in 
the same income group. 

Martin R. GAINSBRUGH 

FRED STEVENSON 


Assisted by 


CHARLES FRIEDMAN 
Office of the Chief Economist 


Business Forecasts 


T. J. Obal, senior economist, Ford Motor Company (before 
the Business Outlook Conference of the Chamber of Com- 
merce, Washington, D. C., June 30)— . . . ““The second half of 
1961 will show continued improvement, though the gains will 
be less spectacular than in the first phase of the recovery. The 
prime movers will include: (1) a moderate building of invento- 
ries; (2) the resumption of increased outlays for new plant and 
equipment; and (3) a sizable increase in government spending. 

“Further improvements are expected in residential construc- 
tion and consumer durables. The extent of these improve- 
ments will depend as much on the attitude of consumers and 
their willingness to use credit as on the rise in spendable income. 
The expected rise in incomes, however, should stimulate the 
rate of spending on consumer nondurables, which has lagged 


in the recovery. The only category that is expected to decline | 


is net exports. 


“Total retail sales of new cars, including foreign, for 1961 is 
currently forecasted at 5.9 million units, as compared to 6.6 


million in 1960. . . . First-half production was 2.7 million new | 
cars. The outlook is for a 2.8 million second half. . . . Third | 


quarter schedules call for some 1,040,000 units to be produced. 


. . . Fourth-quarter sales are forecasted at a 64 million | 
seasonally adjusted annual rate. Together with the need to | 
replenish dealer inventories, such a pace implies a production | 


of about 1.75 million for the quarter. The result would be a 
5.5 million production year for 1961, as compared to 6.7 million 
in 1960. Perhaps of more importance to the economy is the 
prospect that average weekly production of new cars in the 
October-December period should be at least 10% higher than 
the May-June average. . . . 


“Assuming a 5.9-million sales year, a net liquidation [of in- | 
stalment debt for automobiles] of about $750 million is esti- | 
mated for 1961. Last year automobile credit increased $1.3 | 
billion. The decline in 1958 was $1.2 billion. The average in- | 
crease in auto credit over the five-year period of 1957-1961 ~ 
will be only $500 million a year. In contrast, a new fast- — 


growing category of consumer credit, that of personal loans, 


will probably exceed a $1 billion average over the same five : 


”> 
. 


years. .. 


BUSINESS RECORD 


Management’s Relations 
with Security Analysts 


and the Business Press 


The FULLEST possible cooperation is extended to 
security analysts and members of the business press by 
most of the 215 manufacturing companies participating 
in the latest Conference Board survey of business 
opinion and experience. Executives of many of these 
firms express the belief that they have a basic obligation 
to their stockholders to try to keep the financial com- 
munity fully informed and to disseminate company 
information in as candid and impartial a manner as 
possible. This kind of cooperation is often thought to 
benefit the company in such ways as the following: 


e Gives stockholders, customers, and employees a_ better 
understanding of the company’s operations 

¢ Provides for more accurate market appraisals of the value 
of the company’s stock 

¢ Helps the company get additional financing, when 
necessary 


Several respondents say that they are flattered by 


visits from members of the financial community, and 
_ further, that they learn a great deal from these inter- 
/ views. A few even make a practice of going to the 
analysts rather than waiting for the analysts to come 
to them. Says the financial vice-president of one such 
' company: 


“For the past several years, our company has followed the 


| practice of talking to small groups of financial analysts at 


luncheon meetings where we are the host. The company is 


_ represented by the president and myself. The purpose of these 
| meetings is to keep the financial analysts informed about our 
_ company’s operations. More important, however, we have 
_ developed a relationship with the analysts so that in the event 


they need information they are free to come directly to us.” 


In contrast, a minority of the firms surveyed seldom 
or never meet with reporters or analysts. Closely held 


companies, for example, generally report that inter- 
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views are rarely requested and that little would be 
gained by granting them. In addition, spokesmen for a 
few publicly held companies feel that the value of re- 
leasing financial information to outsiders is more than 
offset by the potential competitive damage to the com- 
pany that might result from such disclosure. Some of 
these respondents indicate that they prefer that analysts 
and reporters simply draw their conclusions from the 
company’s annual or interim reports. 


STOCKHOLDERS FIRST 


Most of the executives who cooperate with financial 
analysts and the business press emphasize that company 
policy requires that no more information be provided to 
these groups than would be available to any stock- 
holder. News regarding mergers, dividends, and stock 
splits, in particular, must be released in a public an- 
nouncement before being discussed with any individual 
member of the financial community. Aside from the 
equity involved, a number of respondents point out that 
this protective policy adheres closely to the views of the 
New York Stock Exchange and the Securities and 
Exchange Commission. 


CAUTION WITH REPORTERS 


Few respondents have encountered any difficulties as 
a result of their meetings with analysts or business re- 
porters. In those cases where problems have occurred, 
they have often been minor. Some executives, however, 
report that they are more careful in their interviews 
with reporters than they are with security analysts. In 
part, this cautious attitude stems from the nature of the 
reporter’s job, which may entail not only the use of 
direct quotes but also editorial emphasis on selected 
aspects of the company’s operations. As a consequence, 
misunderstandings or misimpressions on a reporter’s 
part have occasionally resulted in articles that cooperat- 
ing companies considered to be inaccurate or distorted. 
Some executives go so far as to intimate that there is a 
tendency on the part of certain reporters purposely to 
distort facts in the interest of getting a “good” story. 
In this connection, the board chairman of a hardware 
company states: 


“Our attitude toward the financial analyst is that he is a 
very responsible person, rather objective in his viewpoint, 
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a thoroughly intelligent person. As a result, we deal very 
frankly with the analyst and lean over backwards in giving all 
financial information, good or bad. We have worked closely 
with a large group of analysts over many years and they have 
never let us down. 

“The business press is a different matter. Here we find that 
we have to be extremely careful because information that we 
may give is not infrequently twisted to a point where it is 
given a sensational flare, totally disregarding whether facts 
dominate or not.” 


The danger of such published distortions or factual 
errors is attested to by several executives. The president 
of a small machinery company, for example, was inter- 
viewed by a reporter who in a subsequent article lumped 
the sales of the machinery company together with that 
of a related company, thereby obtaining a highly in- 
flated sales figure. This executive, referred to in the 
article as a “‘tycoon,” had this to say: 


“Thank God this article appeared after a recent election 
among our employees in which a union sought to represent 
them in bargaining with us. The union lost the election. Had 
this article appeared prior to the election, | shudder to think 
what use the union might have made of this in their campaign.” 


“Off the Record’”’ 


Another reason given by respondents for being more 
receptive to the security analyst than to the business 
reporter is their belief that the former is more likely to 
respect confidential information with which he may be 
entrusted. 

In this connection, a steel company vice-president 
states: ““We have found from experience that reputable 
financial analysts do respect opinions, projections, and 
forecasts given to them in confidence. Unfortunately, we 
cannot say the same for the business press.” 

Several executives intimate that a reporter may some- 
times attempt to influence answers to fit some precon- 
ceived pattern and thereby attribute interpretations to 
the company that are really the ideas of the reporter 
himself. An extreme case is that described by the secre- 
tary of an electrical equipment company. He reports 
that on one occasion a press representative had tele- 
phoned to confirm a story, but upon receiving a denial 
the representative simply had failed to mention the 
denial in his subsequent release. 


ANALYSTS ERR, TOO 


In their dealings with financial analysts, a few firms 
have encountered problems similar to those mentioned 
by other companies in connection with the business 
press. The treasurer of a machinery company, for ex- 
ample, describes one such incident as follows: 
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“A financial analyst published a rather sensational report 
on our company. It was purported to be based on an inter- 
view with management, but apparently was based on informa- 
tion gleaned at a stockholders’ meeting and considerably 
embellished. This incident brought the company’s name to the 
attention of many who had either ignored or never heard of 
it, resulting in a flurry of inquiry. We mailed a letter to all 
stockholders pointing out the overstatements and errors 
included in the analyst's report.” 


Rumors 


According to several executives, an analyst or re- 
porter can on occasion create awkward situations for the 
company by circulating tips or rumors. Even when such 
rumors are denied, the gossip still serves to draw atten- 
tion to what the company often considers to be a trivial 
situation. Forestalling such rumors is reportedly no easy 
matter. The treasurer of a textile concern, for example, 
notes that it is always difficult to respond with equanim- 
ity to such questions as: “Do you know of any reason 
why your stock has been active in the last two days?” 


Time Limitations 


Both analysts and reporters consume a great deal of 
executive time in some companies. Few respondents 
have found an effective solution to this problem, other 
than limiting the number of interviews granted. The 
president of an instruments company, noting that his — 
own solution is not well received, makes this comment: — 


‘Financial analysts and reporters are among my biggest | 
headaches. The attitude of many financial analysts who call me | 
long distance and keep me on the phone for an hour irks me 
greatly, especially when they take an attitude of resentment 
when | necessarily shut them off to get back to more impor- 
tant business.” 


Telephone interviews have the additional disadvan- _ 
tage of resulting in more frequent misunderstandings ~ 
and consequently only in-person interviews are now per- 
mitted by several responding firms. For the same reason, — 
one company even refuses to check items over the tele- 
phone that a reporter may want to confirm just prior to - 
publication. 


Excessive Persistence 


One complaint that respondents make more fre-— 
quently of the analyst than of the business reporter con- - 
cerns the “obnoxious fervor” with which some analysts — 
attempt to ferret out confidential information. ‘People — 
have been known to say too much under persistent 
questioning,” one executive vice-president points out. To — 
protect its own interests, say some respondents, the © 
company must stand firm in refusing to supply such — 
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sensitive information, and ultimately the analysts will 
realize that they are being dealt with impartially. 


SAFEGUARDS 


Since most companies have not encountered any 
serious difficulties in their relations with security ana- 
lysts or business reporters, many have felt no need to 
set up any safeguards in this connection. But others, 
particularly those that have had unfortunate experi- 
ences, report that they have taken special precautions 
to prevent any future difficulties of this kind. 


Written Policy Statements 


Only seven of the companies surveyed have written 
policy statements formalizing the manner in which com- 
pany information is to be disseminated to. outsiders. 
Much of the content of these policy statements is de- 
voted to delineating the areas of responsibility for such 
news dissemination. The policy statement of an aircraft 
company, for example, indicates that release of financial 
information directly affecting the company as a whole, 
as well as the release of information to stockholders, is 
exclusively a corporate rather than a divisional responsi- 
bility. 

Similarly concerned with centralization of control, the 
chemical division of a large corporation has a policy 
statement that has as one of its purposes “‘to avoid one 
division adversely affecting another and to present a 
uniform front to the public.” As a guide, this policy 
statement contains a list of items which are not re- 
garded as over-all corporate matters and which conse- 
quently would not require parent company clearance. 
These items are: 


¢ All public announcements connected with the sale of 
division products 


¢ Announcement of personne! appointments below the 


division executive head 


¢ Technical subjects that do not encroach on the activities 
of other divisions 


* All matters that relate to local community relations 


On the other hand, the same policy contains a specific 
warning about “making statements which might asso- 
ciate the company or any of its divisions with a political 
or other public issue,” since the division cannot dis- 
sociate itself from the parent company. 

A few of the policy statements used by companies 
participating in this month’s survey also specifically 
mention the individual or individuals to whom requests 
for information from outsiders must be referred. 

Most companies, while lacking formal policy state- 
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ments specifying those individuals who are authorized 
to disseminate information on behalf of the company, 
nevertheless report that such assignments are ‘‘well 
understood.” 


Internal Controls 


In the opinion of some cooperating executives, mis- 
understandings are likely to be minimized if all informa- 
tion to be disseminated to the public is cleared through 
only a few specified channels. 

As one executive puts it: 


“Based on some unfortunate prior experiences, we have 
for several years followed the practice of having all analysts 
and reporters talk to the president. While this may not be 
the most efficient practice, we nevertheless maintain consist- 
ency and are aware at all times as to exactly what has been 
said.” 


Such a method also prevents analysts from attempting 
to obtain information from one executive that another 
executive has denied them, a situation occasionally 
encountered by a few respondents. 

Many companies report that security analysts are 
permitted to see the company president and/or the 
financial vice-president, while business reporters are 
generally briefed by a member of the public relations 
department. In several instances, such differentiation is 
directly attributed to management’s greater confidence 
in the security analyst. Although a reporter usually 
comes in contact with the public relations man initially, 
he is frequently directed to other officers who can pro- 
vide him with any additional information that he re- 
quires. Several respondents report that the company 
officials to be interviewed depend upon the reputation of 
the interviewer and the firm he represents. Some large 
companies have investor relations departments whose 
members spend much of their time talking to analysts. 
According to one company surveyed, analysts represent- 
ing prominent firms are given interview time with the 
vice-president of finance or the treasurer, while “‘lesser”’ 
analysts see the director of stockholder relations. Re- 
strictions other than those prescribed by prudence and 
good judgment are seldom placed on spokesmen for 
most of the companies surveyed. 

Ordinary financial information is generally dissemi- 
nated by the treasurer’s or comptroller’s office, although 
this may be a function of the president and his immedi- 
ate staff, particularly in smaller companies. Extraordi- 
nary matters, such as mergers, stock splits, or even 
dividends are announced by the public relations depart- 
ments of most cooperating companies through a press 
release that has been previously cleared by top manage- 
ment. 
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‘‘No Comment” 


It is the policy of many of the companies surveyed to 
avoid certain topics that they regard as “competitive 
information” in discussions between company officials 
and analysts or business reporters. Information that 
respondents usually withhold because of the possible 
value to competitors include: 


e Breakdowns of sales and earnings by division or product 
line 


¢ Sales to individual customers 

e Market share by product 

¢ Dollar value of backlog or bookings 

¢ Monthly sales and earnings reports 

« New manufacturing processes or research findings 
e Merger or acquisition proposals 


¢ Forecasts of sales or earnings 


Concerning forecasting, some respondents indicate that 
they are loathe to speculate about the future in any 
event, and prefer to restrict their own comments to the 
past or the present, leaving any projections of future 
performance to their interviewers. They point out that 
an analyst or reporter is often able to make his own pro- 
jections on the basis of plant visits, inspections of re- 
search and engineering facilities, and a general discus- 
sion of future prospects with company officers. 


Background Information 


Frequently mentioned as a cause of misunderstanding 
between the financial community and the company 
being interviewed is what some respondents consider to 
be the lack of proper orientation on the part of many 
analysts and reporters. 

The president of a machinery company, for example, 
states: 


“There is today widespread awareness of the impact that 
scientific research can have on technological development. 
There is not, unfortunately, an equal awareness of the great 
expenditures of time and money generally required to trans- 
late a scientific advance into a commercially successful 
product. This often leads to sensationalized reporting that 
may have adverse repercussions. Some examples are the 
overselling of atomic energy a few years ago and the current 
excitement about space exploration. All financial writers and 
analysts cannot be trained engineers, but we feel it is now 
essential that their training should include orientation in the 
history of technology. This would give them an appreciation 
of the many complicated factors affecting industrial growth 
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and would enable them better to understand and report the 
facts that industry and business are anxious to provide to the 
public.” 


To assist reporters in gaining better comprehension of 
some of the technical subjects inherent in its field, one 
steel company holds weekly briefing sessions for mem- 
bers of the press. Taking a slightly different tack, an air- 
craft company arranges for a postinterview meeting 
between the visiting business reporter and the public 
relations manager. After reviewing the questions and 
answers covered in the interview, the public relations 
manager clarifies any points that may be subject to mis- _ 
interpretation because of lack of background knowledge — 
on the part of the interviewer. He also supplies addi- 
tional details that may be needed to put the forthcoming 
story in proper perspective. 


Use of Agendas 


Several executives believe that prior to the actual in- — 
terview it is desirable to have the reporter or analyst 
submit a list of subjects he would like to discuss. The 
company can then be assured that the correct informa- 
tion will be available for the visitor. The vice-president | 
of one firm that asks for such advance notice from inter- | 
viewers reports that while unanticipated subjects still | 
come up, this procedure nevertheless allows a better 
case to be prepared and consequently reduces the | 
chances of inaccuracies and misrepresentation. | 

In their attempts to increase the accuracy of report- | 
ing, other firms submit as much information as possible 
in writing to interviewers, or require that a representa- | 
tive of the public relations department be present dur- | 
ing the interview. These procedures, say several users, — 
have the additional merit of reducing “off the record” 
remarks. 

Still other companies simply do not permit reporters | 
or analysts to quote a company spokesman directly, or | 
alternatively insist that direct quotes be approved by | 
the executive involved. One company following this | 
practice nevertheless cautions its executives against | 
saying anything that they would not like to see pub-- 
lished in the local paper the following day. 


Editing ; 

A majority of respondents do not require that copy 
for articles about their companies be submitted to them | 
for editing or approval prior to publication. Neverthe- | 
less, most of them stand ready to do such reviewing on 
request. Others feel that if they provide the material for | 
articles, they are entitled to examine them to ensure 
that no damage has been done to the facts. Several of 
these respondents even insist upon their right to “pass: 
upon the facts” to be published as a condition for grant- | 
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ing interviews. These executives point out that there is 
never an attempt to change the viewpoint or projections 
of the reporter or analyst because to do so would in 
effect make the company the author of the article. 

This same desire to avoid close identification with the 
interviewer’s article induces a few executives to refuse 
all requests for editing or proofreading. 

Even those respondents who would prefer to review 
each article with the analyst or reporter before it is pub- 
lished are not always afforded the opportunity of doing 
so. They find this to be particularly true in dealing with 
business reporters, who are often harried by impending 

_ deadlines. One executive, who sympathizes with the re- 
porters’ predicament says: “We never ask for the right 
_ to approve information before it appears in published 
form. Our staff, with newspaper experience as back- 
_ ground, recognizes that newsmen do not and cannot 
: work on that basis. Quantity is one of their watchwords 
_and we cannot be presumptuous enough to expect them 
_ to sidetrack their momentum while we ‘lint-pick’ their 
_ copy.” In some instances, even after a reporter has prom- 
ised to allow his copy to be edited, he does not manage 
to keep his promise. Such is the experience of one 
company president who was disturbed by the tenor and 
content of an article that was written about him: 


“At the time of the interview, | insisted strongly and ob- 
_ tained a promise that | would have the right to edit or ap- 
| prove the column before it was printed. Obviously, the re- 


| Ownership, Control and Success of Large Companies—A study 
| of facts and trends in the control and dividend policies, and 
consequent risks and advantages to investors, of 1,700 
British companies responsible for 40% of the nation’s 
economic activity. By P. Sargant Florence. Sweet & Maxwell, 
Ltd., London, 1961, 279 pages. $12.50. 


Economic Aid to Underdeveloped Countries—A discussion for the 
general reader on economic aid that emphasizes the present 
position of poor countries, the extent, form, and channels of 
aid, trade versus aid, the importance of the flow of private 
capital, and the arguments for and against economic aid. 
By Frederic Benham. Oxford University Press, London, New 
York, Toronto, 1961, 121 pages. $2.00. 


The Process of Economic Growth—A second edition of a work 
analyzing the determinants of economic growth, with ex- 
amples of their application. This is a broad-scale study 
concerned with the relations between a theory of economic 
growth and economic history. By W. W. Rostow. Oxford 
University Press, London, 1960, 372 pages. $6.90. 
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| 
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| Accounting and Tax Aspects of Patents and Research—A_ hand- 
' book designed to help executives, accountants, inventors, 
and others concerned with the accounting and tax problems 


| AUGUST, 1961 


porter didn’t have the slightest respect for the promise he 
had made.” 


Final Solution 


When other safeguards fail to prevent the publication 
of distortions, inaccuracies, or information given in con- 
fidence, some respondents say they “follow up vigor- 
ously.” Several executives report that any abuse at the 
hands of a reporter or analyst is recorded and he is re- 
fused any future help. Other executives have gone to an 
interviewer’s superior with their complaints, written 
corrections to the publication involved, or have con- 
fronted the interviewer himself with what the company 
regards as a more accurate presentation of the facts. 

Some executives are pessimistic about the possibility 
of preventing misrepresentation of facts supplied to out- 
siders. The president of a textile company, for example, 
says: “We recognize that as long as we reserve the right 
to disclose as much or as little as we please, editors 
(under the guise of freedom of the press) will reserve the 
right to say what they please.” 

Not all companies, however, put the onus on the out- 
side representative. Thus, some share the view of one 
company spokesman who states: “We tend to regard 
misrepresentation as a result of poor communications 
on our part.” 

GERALD J. Fucus 
G. CLark THOMPSON 
Dwision of Business Practices 
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of research and patents. The book is divided into two main 
sections. The first section deals with such accounting prob- 
lems as amortization methods, recording of research and 
development costs, litigation expenses, and income from 
patents. The second section explains the tax aspects of 
patent income and sales. A bibliography, table of cases 
and references to pertinent laws are included. By J. A. 
McFadden, Jr., and C. D. Tuska. D. Van Nostrand Com- 
pany, Inc., 120 Alexander Street, Princeton, New Jersey, 
1960, 311 pages. $7.50. 


The Merger Issue in the United States: An Aspect of Antitrust En- 
forcement; Selective Actions vs. General Controls—Examining 
recently proposed legislation on premerger notification, this 
pamphlet considers the role of mergers in the economy, their 
number, their relation to business birth and mortality 
rates, the size of firms, entry and exit rates, and the impli- 
cations of these data for antitrust enforcement policy. 
Chamber of Commerce of the United States, Washington, 
D.C., 88 pages. $1.00. 


American Marketing—A beginning text on See with 
review questions, discussion topics, problems, and suggested 
readings following each chapter. By William J. Schultz. 
Wadsworth Publishing Company, 431 Clay Street, San 
Francisco, California, 1961, 655 pages. $7.95. 
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A Profile of Unemployment in the Early 1960’s 


by Ewan Clague F 


Commissioner of Labor Statistics, United States Department of Labor 


Tue AMERICAN economy is highly seasonal. In 
July of each year there are about 4 million more jobs 
than in the preceding February; these jobs grow out of 
seasonal expansion in agriculture, construction, summer 
resorts, etc. The labor force expands each year to meet 
this need. Teen-agers, both boys and girls, leave school 
in late spring, seek jobs for the summer, and return to 
school in September. Women homemakers likewise enter 
the labor market in large numbers for the summer 
months and return to homemaking in the autumn. 
However, some unemployment of year-round workers 
results from these seasonal swings. The construction 
industry furnishes a good example—there are at least 
half a million more jobs in the summer than in midwinter. 

So seasonal unemployment is not exactly the inverse 
of employment. Peak unemployment and the low point 
of employment both occur in February; but peak em- 
ployment in July is usually accompanied by fairly high 
unemployment levels, especially in years when teen- 
agers and women have trouble finding summer jobs. The 
low point of unemployment occurs in October. 

Some rough indication of the importance of seasonal 
uremployment can be obtained from the range of unem- 
ployment levels during the twelve months of the year. 
Unemployment in February is usually somewhat more 
than 15% above the year’s average, while unemploy- 
ment in October is about 20% below that average. Thus 
an unemployment volume of 5.5 million in February 
would, on a seasonal basis, become about 3.75 million in 
October. We do not know how many individual workers 
are seasonally unemployed, but we can say that at 
present levels the seasonal fluctuation amounts to about 
1.75 million, or about one third of the unemployed. 


Cyclical 


Employment and unemployment also fluctuate over 
the swings of the business cycle, from prosperity to 
depression and back again. The unemployment at the 
present time is due in part to the business downturn 


An address delivered before the forty-fifth annual meeting of the 
National Industrial Conference Board, at The Waldorf-Astoria in 
New York City on May 18, 1961 
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-for practically all unemployed workers to obtain new | 


that occurred during the past year. Revival of business 
brings about a rise in employment. 

It is difficult to measure quantitatively the exact 
effect cyclical swings in business have upon employment 
(since other causative factors influence the labor market 
in the meantime). However, there is some evidence of 
upward trends in unemployment in recent prosperity | 
periods. For example, in the extreme labor stringency of | 
wartime, unemployment rates fell below 2% of the labor 
force. In periods of severe peacetime shortages, unem- 
ployment rates of 3% were reached. In 1956-1957, the 
low rate leveled out around 4%, while in 1959-1960 the 
rate averaged about 544%. i! 

In a dynamic expanding economy such as exists in the | 
United States, some unemployment is inevitable. Our 
national policy is to keep this unemployment to the 
irreducible minimum. The present Administration has | 
set a goal of 4% as the first bench mark in its efforts to | 
reduce unemployment from today’s high levels. Of | 
course, an additional reduction will be sought after the | 
4% level is reached. However, the unemployment rate | 
is less important than the duration. Of course, length- || 
ened duration tends to raise the rate; but in a period of 
rapid industrial change there could be a high rate even | 
with a comparatively short duration for each unem- | 
ployed worker. | 

The most critical unemployment problem concerns 
those workers who have exhausted their unemployment | 
insurance benefits. With maximum unemployment in- | 
surance coverage, and with duration of benefits for as_ 
much as twenty-six weeks, a reasonable ideal would be | 


jobs within twenty-six weeks. For the unemployment | 
insurance program this would mean a relatively low) 
level of benefit exhaustions; in the total unemployment” 
figures for the economy it would mean only a sma 
number reported out of work more than twenty-six 
weeks. 

There have been prosperity periods in the 1950's» 
when this number was around 200,000 or below. In 
April, 1961, the number was about 900,000. Over twor 
thirds were blue-collar workers, who accounted for al~ 
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st all of the 400,000 increase in the number of these 
y long-term unemployed since April, 1960. In other 
ords, these workers increased from 200,000 to 600,000 
one year, while the remaining number of long-term 
mployed was unchanged at 300,000. This was the 
imary reason for the passage of the temporary ex- 
tended benefits legislation. 

As business recovery proceeds, cyclical unemploy- 
ment declines, although nearly always with several 
onths’ lag. The first effect of recovery upon the labor 
rce is a rise in the weekly hours of work. In fact, the 
lata on weekly hours in manufacturing industries con- 
tute one of our best economic indicators. (On a 
asonally adjusted basis, this indicator has now been 
ing for six successive months.) 


a 


Technological Progress 


A 


The history of economic development is one of 
echnological change—mechanization, automation, new 
aterials, etc. Changes in technology can result in the 


In millions; data seasonally adjusted 
4 Steel strike 
Source: U. S. Bureau of Labor Statistics 


elimination of firms, industries, occupations, and jobs. 
This is a continuous process; it is occurring all the time. 
However, there is no doubt that changes in technology 
occur faster and are more widespread during some 
economic periods than others. Generally speaking, 
changes are more rapid following a war in which indus- 
try has been subject to great dislocation. 
Technological change does not occur evenly across the 
economy; it is most striking in limited areas, in certain 
industries, and in individual firms. For example, the 
output per man-hour studies of the Bureau of Labor 
Statistics sometimes show spectacular technological ad- 
vances in some industries while there are negligible 
changes occurring in others. New technology does not 
necessarily result in unemployment. Firms and indus- 
tries that are expanding rapidly often hire more work- 
ers, even though tremendous labor saving is taking 
place. Occupations may be eliminated and widespread job 
displacement may occur, but no direct unemployment. 
The annual rate of increase in output per man-hour 


Production and Nonproduction Workers in Manufacturing 


Unemployment as a Percentage of the Civilian Labor Force 


In per cent; data seasonally adjusted 
* Coal strike 
Source: U. S. Bureau of Labor Statistics 
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for the private economy since World War II has been 
about 3% to 316% per year. However, some of this 
technological gain has been offset by less work time— 
holidays, vacations, shorter hours, and part-time and 
slack employment. When converted to output per man- 
year, the rate may average somewhere between 2% and 
214% per year. On a conservative estimate it would 
“mean the elimination of at least 114 million jobs, which 
would require more than a 2% annual increase in GNP 
to provide an equivalent number of new jobs. 
Technological unemployment, when it does occur, is 
concentrated in two places: in industries where produc- 
tion has leveled off or is actually declining; and among 
firms and industries which fail to automate or otherwise 
maintain a technological advance. In other words, 
technological unemployment occurs at a distance, in 
places where its direct influence would not readily be 
recognized. So while we can estimate the numerical 
influence of this factor, we cannot readily identify 
specific workers or groups of workers who are tech- 
nologically unemployed. 


Labor Force Growth 


Unemployment is to some degree correlated with the 
supply of labor. When the civilian supply shrinks, as in 
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wartime, unemployment almost disappears, even though 
millions of additional workers are brought into the labow 
force. 

Conversely, a rapid growth of the labor force car 
produce more workers than can readily be absorbed by 
the growth of the economy. During the Fifties, laboy 
force growth was comparatively slow—only about thre« 
fourths of a million additional workers per year. This 
rate has now been sharply stepped up. In the early 
1960’s the average annual increase is likely to be at leasi 
114 million, with a stepup to 114 million by 1965 ane 
134 million by 1970. 

Roughly estimated, it would require a growth of 2% 
to 214% per year in real gross national product to creat« 
the jobs to match this growth of the lbaor force in the 
coming decade. 


Immobility of the Labor Force 

The rate of unemployment is influenced by a widi 
variety of factors that are personal to the worker an 
his family. Outstanding among these is geographic im 
mobility—unemployed workers do not readily any 
quickly move from one community to another. Indu 
tries may move but the workers do not. In fact, worker® 
of middle age and above have a very low rate of inte 
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community movement. The distressed area problem is 
an outgrowth of this immobility. 

Although there was extremely high mobility of the 
labor force during World War II, there has been a 
slowing down since. During the Fifties the average age 
of American workers increased significantly. The great 
rise in homeownership has been an additional influence 
making for immobility and long-term unemployment. 
In one respect the 1960’s may change this trend, or at 
least modify it, through the sharp expansion in young 
workers. 

A second important influence is occupational immo- 
bility —the tendency of workers to stay with declining 
industries and occupations. Certain major industry 
groups have experienced stable or declining employment 


in recent years, while others have expanded rapidly. 


Even within an industry group such as manufacturing, 


| there has been a marked shift from production workers 


to nonproduction workers. 
A number of factors have been operating to keep 


| workers attached to industries with declining employ- 


ment. One is the development of greater job security, 
private pension plans, supplementary unemployment 
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benefits, health and welfare plans, etc. The greater 
stake a worker has in his industry and company, the 
less likely he is to accept other work even in the same 
community. And prospective employers are less likely 
to hire a worker who is pledged to return to his old firm 
as soon as an opening occurs. Apart from the influx of 
young workers, this trend toward occupational immobil- 
ity is likely to continue in the 1960’s. 

Finally, there are some highly personal factors which 
limit the employability of workers who are genuinely 
unemployed and who want jobs. Strictly speaking, 
hardly any healthy individual is wholly unemployable; 
but there are some unemployed who have such limited 
capacities or such limited willingness to try a new job 
that their job possibilities are exceedingly narrow, so 
narrow that jobs for them can seldom be found. For 
example, among the millions of persons retired on old- 
age and survivors’ insurance there are many who want 
a part-time job that will enable them to earn up to the 
limit of wages permitted under the law. Such jobs are 
scarce, while the job seekers are numerous, and are 
steadily increasing. 

Since the above factors may operate as a drag on 
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reemployment in the 1960’s, community efforts may 
need to be undertaken to offset their unemployment 
effects. In general, this would be the development of 
methods of facilitating and speeding up the transfer- 
ability of workers who become unemployed. 


Characteristics of the Unemployed 


The economy of the United States depends on the 
activities of workers with a great variety of job arrange- 
ments, who provide a highly flexible labor force. Even 
in the best years, not much more than half of the work 
force works full time the year round. The remainder 
consists of regular workers who lose time because of 
layoffs or illness, part-time workers, and workers who 
move in and out of the labor force during the year— 
seasonal workers, young people starting their work 
careers or seeking summer jobs, elderly workers in the 
process of retirement, and married women who are not 
free to work continuously. Our studies have shown that 
in the last decade when there was an increase of almost 
10 million in the civilian work force, half of the total 
expansion was accounted for by these part-time workers 
and in-and-outers. Currently, they contribute half or 


more than half of the manpower in retail sales occupa- 
tions, many service jobs, and farm occupations. 

It is appropriate then that the unemployment figures 
include some proportions of all these types of workers— 
regular full-time workers who lose their jobs or are on 
temporary layoff, new workers trying to locate regular 
jobs, and persons (many of them secondary workers) 
seeking part-time or short-term jobs. What these pro- 
portions are at any specified time we do not now know 
with any precision, nor do we know the circumstances 
of the families of these workers. 

The unemployment insurance system is currently 
providing benefits for about three fifths of the total 
unemployed group—those who have worked long 
enough in covered industries to accumulate benefit 
rights and who have lost their jobs. These would include 
some seasonal workers, as well as those jobless whose 
unemployment stems from cyclical causes or techno- 
logical progress. 

Not all such workers are in the unemployment insur- 
ance reports, of course. In April, more than 230,000 
persons exhausted their benefits, and in mid-April, when 
the Temporary Extended Unemployment Compensa- 
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tion Program went into effect, 415,000 came on the 
rolls who had previously exhausted their rights. Thus 
the total unemployment count includes not only those 
currently in receipt of benefits but also a substantial 
number of workers who have exhausted their benefits 
but still remain jobless; all of these have met the various 
administrative tests of their employment status. In the 
same general category of jobless but not eligible for 
insurance are persons losing jobs in uncovered indus- 
_ tries—agriculture, state and local government, domestic 
service, nonprofit organizations, and firms below a 
| minimum size. 

What about other persons included in the total unem- 
ployment figures who have not acquired benefit rights? 
; Most numerous among these are the young workers— 
those under twenty-five. Their numbers, of course, grow 
at the end of the school year in June, when young 
eople begin to look for the first job in their permanent 
uy 
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working life or try to find summer employment. In the 
absence of widespread apprenticeship programs, such as 
exist in a number of European countries, many young 
Americans starting their working lives have fairly long 
periods of seeking before they settle into a permanent 
job. The unemployment rate for young people, always 
high, rises in times of recessions, and the time spent 
looking for work also increases, giving evidence that 
their job seeking is also affected by economic causes. 

If the vast growth of the working age population in 
this decade is not accompanied by expanding job oppor- 
tunities for young people, we will have a tremendous 
problem on our hands. And one measure of the size of 
this problem is the number of young people who are 
trying but failing to find work. 

Those high school and college youth who come into 
the labor force to seek summer jobs are in a different 
category. They may or may not need the job to con- 
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tinue their education, but certainly many resort and 
other seasonal activities need their services. In any 
event, their inclusion in the total unemployment figures 
reflects the increase in the labor supply during the vaca- 
tion months, and their statistical effect on the level of 
unemployment can be eliminated through the seasonal 
adjustment process. 

The seasonal adjustment procedure also smooths out 
the ups and downs in the unemployment figures that are 
due to entry into the labor force (and the subsequent 
withdrawal) of married women who work only during 
the season in farm work, food processing, selling and 
service jobs at Christmas and Easter, and the like. But 
there are other kinds of work arrangements for which 
married women are recruited—usually in trade or serv- 
ice occupations and some clerical and _ professional 
jobs—that are not seasonal but in which there is a great 
deal of turnover because individual women are forced to 
leave their jobs to assume full-time home responsibili- 
ties. Although sometimes the job seeks the woman, 
many women look for these jobs; and while they are 


looking they are included among the unemployed. To 


the extent that they remain unemployed for any length — 


of time, they are probably in the category of the | 


frictionally unemployed. 


Conclusion 


There is urgent need for more detailed information on | 
the unemployed. We need statistics that will enable us — 
to distinguish between permanent year-round workers — 


and those who are part-time, seasonal, or occasional 
workers. 
We need also to know more about the yearly work 


patterns of the unemployed. And we need to know 


about family relationships, whether the worker is a 
primary or secondary wage earner in the family, as well 
as the whole family’s employment and earnings situation. 

The importance of these distinctions is that public 


policies designed for one group of unemployed may be | 
wholly ineffective for others. Furthermore, it would — 


enable us to distinguish between critical unemployment 
problems and those that are of secondary importance. 
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Fair Trade—Resale Price Maintenance Reexamined—This ccriti- 
cal analysis of the case against resale price maintenance 
assesses statistically, trade by trade, the importance of re- 
sale price maintenance and shows what happened in coun- 
tries where it was abandoned. The authors conclude that 
competition would be reduced by banning resale price main- 
tenance. By P. S. Andrews and Frank A. Friday. 
MacMillan & Co., Ltd., London, 84 pages. $2. 


Pricing for Marketing Executives—Addressed to students in 
basic marketing and economics courses and to business ex- 
ecutives with marketing responsibilities, this book attempts 
to bridge the gap between pure theory and actual practice 
in setting prices. By Alfred R. Oxenfeldt. Wadsworth Pub- 
lishing Company, 431 Clay Street, San Francisco, California, 
1961, 90 pages. $1.50. 


Gold And the Dollar Crisii—The main body of this book, with a 
few changes and updating of the information, reproduces 
the text of two articles published in March and June, 1959, 
in the Banca Nazionale del Lavoro Quarterly Review. 

The book is divided in two parts—diagnosis and prescrip- 
tion. In the latter part the author rejects the revaluation of 
gold and flexible exchange rates as “‘two false solutions” for 
current world liquidity problems. As an alternative, he 
recommends, besides other things, internationalization of 
foreign exchange reserves under the auspices of the Inter- 
national Monetary Fund. By Robert Triffin, Yale University 
Press, 386 Fourth Avenue, New York, New York, 1961, 
181 pages. $1.45. 


How To Increase Sales with Letters—A concise guide to the hows 
and whys of writing persuasive letters for various sales ob- 
jectives. By Earle A. Buckley. McGraw-Hill Book Company, 
330 West 42nd Street, New York 17, New York, 1961, 182 
pages. $5. 
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Solving Foreign Business Problems—This is a collection of brief ~ 
case studies of how individual companies have solved some _ 


of the more common problems arising in international opera- — 


tions. The articles, reprinted from the weekly publication, 
are indexed both by the problems discussed and the specific 
companies involved. Typical problems include the finding of | 
capital for expansion abroad, selling in the African market, 


how to set up pensions and insurance plans for overseas per- 


sonnel, and where to start a first operation in Europe. 
Business International, 200 Park Avenue South, New York 3, 
New York, 1961, 129 pages. $30. 


Federal and State Responsibilities for Radiation Protection: The 


Need for Federal Legislation—This book explores the need _ 
for federal legislation to delineate the respective roles of 
federal and state governments in regulating the uses of 
radioactive materials in so far as public health and safety 
are concerned. The study concludes with recommendations 


by the authors for the type of federal legislation they believe : 


is required in this area. By W. H. Berman and L. M. 
Hydeman. University of Michigan, Ann Arbor, Michigan, 
1959. $1. 


Marketing in Latin America—Presents material gathered pri-— 
marily to help top management make decisions on both > 
over-all and specific Latin American marketing problems. - 


By Frank Montgomery Dunbaugh. Printers’ Ink Book Com-— 


pany, New London, Connecticut, 1960. $7.50. 


How To Analyze a Selling Department — An updating of a 1947 : 
manual, this booklet outlines appropriate policies and pro-— 
cedures for the profitable operation of a department store. 


Controllers’ Congress and National Retail Merchants Associ-— 
ation, 100 West 31st Street, New York, 1960, 75 pages. $7.50 
($3.75 to members of the Controllers’ Congress and the NRM. A).° 


BUSINESS RECORD 


= 
= 


More THAN twenty million of the nation’s forty- 
- five million families have two or more of its members 
in the labor force. This fact of our economic life, although 
little discussed, has extraordinary implications for mar- 
keters. For here, in sturdy measure, is the basis for our 
exceptionally large middle-income class—that segment 
_of the population which provides the core of demand for a 
wide range of consumer goods and services. A full two 
thirds of all families with annual incomes of $7,000 or 
‘more, for example, include at least one supplementary 
worker. 


| The Number Is Growing 


Multiearner families are increasing at an estimated 
annual rate of 3%, or at more than twice the pace of 
| total households. By the end of the present decade more 
\than half of all families will have a primary and a 
|secondary wage earner, and such families will account 
/for at least three fifths of all consumer buying power. 
| What are the particular characteristics of such families? 
| Who are the supplementary workers? How do they 
| affect spending behavior? 
| Concerning the ‘“‘who”’ of such families, part of the 
| answer is suggested by the elements that motivate and 
make possible the entrance of an additional member into 
the labor force—economic need, family composition, 
and local employment opportunities. For instance, there 
is a fairly close relationship between size of community 
and prevalence of multiearner homes. In large commu- 
||nities—where more and more diversity in jobs is to be 
found —the frequency is high; it is below average in rural 
and semirural nonfarm areas. Most striking is the corre- 
‘lation with age of family head—the further along in the 
life cycle, the \greater the frequency of two or more 
pay-check households. Wives and children have much to 
| do with that. As the youngest offspring reaches school 
age, the mother is released for work outside the home. 
Further along in time, when the family reaches the 
forty-plus phase, the first born are coming of working 
age and usually spend most of the interim years, post- 
school and premarriage, at home and in the labor 
arket. 

There also appears to be some general connection 
etween educational attainment and the number of per- 
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Consumer Markets: Multiearner Families: | 


sons that the family has employed. Among those who 
failed to go beyond grade school the frequency ratio is 
well above average. Here economic need probably plays 
a decisive role. But the age factor is also relevant. In our 
over-all population mix there is an inverse relationship 
between age and years of schooling. This may merely 
attest to the relative recent popularity of education, but 
it also leads to the finding that there are more double- 
earner families among the less schooled. 

Moving further along on the academic achievement 
scale, multiearner family prevalence drops off, but it 
appears to turn up again, if only slightly, at the college 
level. However, the age variable exerts some pressure on 
those figures. 

There is, further, a discernible correlation between 
occupation of family head and the presence of supple- 
mentary workers. The readings here are what would be 
expected. For those in the relatively less remunerative 
pursuits—service workers, laborers, operatives—the 
frequency is above average; for professional and techni- 
cal occupations, and for the families of managers, pro- 
prietors, and foremen, it is below par. 


Families and Earners 


Sources: Department of Commerce; The Conference Board 
Number of wage earners in family 
3and over 2 Earners 1 Earner None 


ALL BEEN @ WORKING WIVES 


=i i 
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$10,000 TO $15,000 —eo]| #&£&z'*' 
$15,000 TO $25,000 —o»j | 
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Who are the supplementary workers? Somewhat over 
half are wives, a large number are children of working 
age, and there are a small number of “‘the sisters, and 
the cousins, and the aunts.” In about three fifths of 
all multiearner homes, the wife is the sole additional 
worker, in roughly another fourth some other family 
member (or members) only is employed, and in an esti- 
mated 15% of the cases both the wife and another 
secondary family member are in the labor force. As 
these figures indicate, some households have three or 
more persons at work (and account for a little less than 
a fourth of all multiearner homes). Mostly, in these 
situations the efforts of the household head are supple- 
mented by the wife and an additional member of the 
family. 

All of these figures are averages within which are 
hidden some interesting variations in family character- 
istics. In the $15,000 to $25,000 income bracket, the 
frequency of multiearner households is about par. But in 
close to half of all these households three or more mem- 
bers have jobs, a ratio that is about twice the norm—a 
situation that exists despite the precipitous decline at 
this income level in the proportion of wives working. 


The Added Income Supplied 


There are also some very big differences in the share 
of the total family budget that is contributed by supple- 
mentary earners. In broad aggregate, half of all em- 
ployed wives account for over 20% of the household’s 
income, while the proportion is 40% and more for full- 
time working women. Among younger families, the 
median is above average, for older ones it is a little be- 
low. There are also some wide deviations by income 
level. In the $7,000-to-$10,000 bracket half of all work- 
ing wives bring home over 30% of the family’s total 
spending power. 

Information relating to the share of the household re- 
sources contributed by other supplementary working 
members while somewhat scant, suggests that the pat- 
tern here is not dissimilar to that for working wives. 
On balance, wives probably earn a little more than 
other secondary working members of the family, but 
the difference is not significant. 

Something of the buoyant effect that multiearner 
families have on our income structure is suggested by 
the fact that they are predominant in the middle and 
upper-bracket households. But how many families are in 
these brackets by virtue of having more than one of its 
members in the labor force? There are no figures on hand 
precisely to this point, but there is some information 
that is highly indicative. For instance, the median in- 
come for full-time male clerical workers is about $5,300, 
but of all the homes headed by such persons 25% have 
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total earnings of $7,000 to $10,000 and 10% have incomes © 
of over $10,000. Or again, income distribution data for — 
the male population forty-five to fifty-four shows that — 
22% have annual earnings in excess of $7,000. However, — 
from family income schedules, we learn that of total — 
households headed by persons forty-five to fifty-four, a 
striking 41% are in the indicated income bracket. The - 
evidence is decisive. A substantial proportion of our - 
middle-income and upper-income families achieve and — 
sustain this status through the contributions made to | 
the household coffer by a secondary working member. 
The importance of this fact in the likely patterns of | 
consumer demand in the decade ahead will be discussed | 
next month. | 
Fasian LINDEN 
Division of Economic Studies 


Business Bookshelf 


Industrial Development—This book covers the problems of 
analysis, choice, and financing of industrial projects in | 
order to foster over-all economic development of a nation. | 
By Murray D. Bryce, McGraw-Hill Book Company, 330° 
West 42nd Street, New York 36, New York, 1960, 282 pages. 
$7.50. 


Marketing Management—Text and cases on the problems faced ’ 
by marketing managers as they make decisions and develop), 
policies. By Kenneth R. Davis. The Ronald Press Com-pantys| 
15 East 26th Street, New York, 1961, 824 pages. $8. 


Profit Planning Through Volume-Cost Analysis—The prime pur-’| 
pose of this book is to demonstrate the variety of important! 
uses to which management can put volume-cost studies to! 
help it make more intelligent decisions leading to better®| 
profits. By John Y. D. Tse. The Macmillan Company, 60)} 
Fifth Avenue, New York 3, New York, 1960, 240 pages. $7.95. 


Flow-Matic Programming System—An explanation of the means}) 
by which an electronic computer can be given operating in-| 
structions in the English language rather than through» 
mathematical symbols. By Management Services and Opera 
tions Research Department, Remington Rand Univac, Divisione 
of Sperry Rand Corporation, New York, New York, 115 
pages. 


Delaware Valley Region of Burlington County, New Jersey: Future 
Development Patterns—The results of a two-year study off 
the needs and potentials of the Delaware Valley Region off 
Burlington County with recommendations for its develop-- 
ment. Prepared for the Burlington County Planning Board ba 
Community Planning Associates, Inc., West Trenton, New 
Jersey, 1960, $7.50. 


A Company Guide to Sources of Export Financing—This report iss 
a descriptive guide and working manual for companies that® 
would like to expand their export operations if they knew just) 
how and where to obtain the necessary financing. Existing} 
government and private sources of such financing are de- 
scribed, and detailed information is given on application t 
procedures, credit policies, terms and types of loans, and! 
qualifying requirements and conditions imposed by the lend-; 
ing agencies. Machinery and Allied Products Institute anay 
Council for Technological Advancement, 1200 Eighteenth 
Street, N.W., Washington 6, D. C., 1961, 129 pages. $7. 50) 
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Selected Business Indicators 


, 
| 1961 
a 3 Series ine . we 
June p Mayr April June 
. Industrial production 
GRAMME tren EST Ne ons Cheats Oloe a ta ore ec ee. 1957=100 S$ 110. 
1 Darables manwlacturing yt... yeaah ane cle dye se ss 1957=100 S 108° 1027 087 108.3 
Nondurables TMAMULACEUPING eke lone esa as 1957=100 S i Wyant VS 7 A Sed 115.8 
NEPA SOIR ro shed 4.5 Gnd Mame eos ba gh 1957=100 S 97.5 97.2 97.7 97.2 
OUTS S ae atm teh din iciranesiap ea Eee res seevand ses cleaha Nt | Rnb 1957=100 S$ 130.0 127.9 126.8 123.6 
Wholesale prices 
: PMIBGO MM OCLULCS Ul ca npriRnea ave cc cies ccs etch achons 1947-49=100 R 118.2 118.7 119.4 119.5 
4 Hams KO CUCU auuiyayrayss teste erone ata! Melty ae sites 94 o savers 1947-49=100 R 85.1 86.8 88.5 89.0 
Drceeea aM trtop hit sinaep iiss ives aces b: 1947-49 = 100 R 106.7 107.5 108.7 107.6 
HACStral COMMMOGILICS! Mee. weno aed ws ed eumetsee 1947-49=100 R 127.4 127.6 128.0 128.2 
4 Consumer prices 
PUMA EL Grou Mies Sevens tad owe Oh. area ae wN e e8 1947-49 = 100 127.6 127.4 127.5 126.5 
| 5 FOO frtonuac aeki ns ug ODIO estyrh hin Oigicict bro SPA cigars 1947-49 = 100 120.9 120.7 121.2 120.3 
EMIMOUIEINCOUMMOCIGICS: FEMA TT elise acm ose tec cca 1947-49 = 100 115.6 115.3 115.2 115.3 
TELE Oa Ite Sc, hi oa ro en ae 1947-49 = 100 143.5 143.4 143.3 141.6 
UIMOUMET Gel MLCer tn t's, fee mee aus) Sls cs onc bo eneene a we 1947-49 = 100 155.0 154.9 154.7 151.8 
Prices received and paid by farmers 
4 6 EARLCES LECeUy Cliewaiatata ee Maat ia ie Ae cee Cie oss 5: 07% Maye evavthe 1910-14=100 234 236 239 235 
Prices paid? ER RMR EM er rtcliciaintoiraisay + tio) t wiaivys Gems Ver’ Gus aize 1910-14=100 300 302 302 299 
AID Ye aC LOMM a MM ts. sess EE Mises ate le Gyogteab tne Sand 1910-14=100 78 78 79 79 
: Employment and unemployment :5 
Civilian labor force: unadjusted................. Thousand persons 74,286 71,546 70,696 73,002 
7 Civilian labor toree vagy Usted. wicca s sisi ws av we Thousand persons S$ 72,404 71,403 71,410 7/alsiey 
Civilian employment: unadjusted................ Thousand persons 68,706 66,778 65,734 68,579 
Civilian employment: adjusted....o2.caes.ce yes var Thousand persons S 67,293 66,578 66,532 67,168 
i Whemployimentirates. Wt aGloei cS des ccee swe cds GES) 6.8 6.9 6.8 5.4 
Nonfarm employment 
Ai coticlll eet ep MS WEL cies Pes Pera vs) i vanes dele Havas: aula RS 56, aia Thousand persons S 52,829 T2049 52,243 53,140 
8 Matic Ge ui rita ge ray aye acta eany 1 cies. cy Gite dome ochra eue aes Thousand persons S 16,026 15,897 15,678 16,498 
: Nonmanuractitnin gemma ox ancitteeiay. Soe arti 5 wesw bon Thousand persons S$ 36,803 36,616 36,565 36,642 
Factory production workers in durables........... Thousand persons S$ 6,693 6,603 6,431 7,051 
- Factory production workers in nondurables....... Thousand persons S 5,229 5,208 5,165 5,356 
Labor market conditions 
| Eel p- wanted ANd CX a ae ria clervie cur ois) etm raion «0 1957=100 S 84.3 82.0 79.8 97.8 
| 9 Winemiployment wea ter a ase Mote toa louse teens ce) npshslene, «, a AS 6.8 6.9 6.8 5.4 
EX CCOSSIO LALA EE ee miemer cuir a Pru RTMa Mo eT eee 2-4 fecal Wuteow 8 8 TS n.d. 3.4 Bal 3.16 
| BAY OR NAtG Shas MMM ERA AE Ee. nt teratantes Sie eeheiahe 2 TS n.a 1.3 1.4 1.65 
Average weekly earnings of production workers 
10 PAV GLARE WEEK Vp CAL UINI SS) .j feat esc viel ne av cue. fia « 56 Dollars 94,24 92.90 91.57 91.60 
PAVELAPE WEEK YOURS ss ietracpa's aia s eisiaya a chaise 6 Wt, Seen Hours 40.1 39.7 39.3 40.0 
NVEtAge HOU yearnings va rarasies tre ts ae as ees S Dollars 2.39 2.34 Zee 2.29 
Personal income 
icc Lome eRe eee RRL E coke eis tvoiiovete dist Sevinrepelitieresege Billion dollars SA R 416.7 413.2 409.8 404.4 
: ] 1 VOOR IACOMIE LT Merman ier abr ani Wile rors ‘sus .y: ecerenlsio Billion dollars SA R 291.0 288.0 285.3 284.0 
i DENT ACGME R mere Cre oa We cus feeeks. Paes. 6,3 a) uinns, snaihe shee Billion dollars S$ A R 135.3 134.9 134.0 129.7 
RUTATISKe GAD AV CIM ae uarraoheceutisue seeds esse Goad sue es Billion dollars SA R 33.1 33.0 32.5 28.7 
Instalment credit!° 
EUXPCHSIONG Sete cane Serer ce ere OS Theo. fre ose «Bare Million dollars S n.a 4,001 3,883 4,255b 
14 SMa oveinaaeterel acl |, oy soacity cuchuslic: ed ClONONCROR, OR Cie ae an Roe ICED Million dollars $ n.a 3,974 4,022 3,911b 
Change in outstandings | 0. vee de le om na aihn swe Million dollars S n.a Path —139 3446 
ENO ULE LOMPSEAM GA fb, imate eal oils ohel ale one 5,10 tn tae Million dollars n.a 42,127 41,988 41,1256 
New construction® 
BL Ot cll eee seat ANA Cra ccd is Ne Mtoe stele tends MR time Shape Million dollars S A Sell $5,892 $5,032 55,189 
1 8 MOrA le mia ate REIN tevare/ Pome. Misioisleix ete cuales gis ae Million dollars S A 40,670 39,606 38,467 39,103 
BECO Ul D1 Cee arden teehee AMER asTac alates clits celts dyc¥ica al etavvay Million dollars S A 17,101 16,286 16,565 16,086 
Private montanmn Fesidentialaeiy (sic clas spa tesicn caste ties Million dollars S A 22,595 21,631 21,023 22,362 
Private dONeSstGemtiall cieusteie cy ae ets ls.s vile ih spin a. cue Million dollars S A 10,546 10,628 10,446 9,754 
Business sales and inventories 4 
1 9 MU SLALMVENEOIIGS “tte ats arcincus sai clevalere 6 ease) overdce Sets Million dollars S n.a 91,300 91,200 93,2006 
‘DOVANseiece ; a htedy domeaetiee OOD On RO Oe came Million dollars S n.a 61,700 60,500 61,9000 
uventoryedalesmatlow cs acesmincsecuae cs chelsea hin sits * n.d 1.48 1.51 1,516 
Retail trade: Sales and inventories 
ENV CIACOTIES See eet en ee A tural aes (5. alts ou Motohitetale Million dollars S n.d. 24,490 24,410 25,2000 
20 oles tees Mere h Aaa a SPM ial aus Mac oon SR onsl she Million dollars S 18,259 18,078 17,860 18,466 
| Inventory-sales ratio: Durables.................- x n.d. 1.96 2.02 1.950 
Inventory-sales ratio: Nondurables......- Spousnetoahe as = n.d 1.08 1.09 1,090 
Manufacturers’ Sales and inventories 
ME VEREOGLES oer rn ies sesh: SPM GA Sinica a rand mt. ete Million dollars S$ 53,350 53,370 53,380 55,100 
21 Sales aise ye ac rae ers aiusy MOEN ee Sa ieee eas Million dollars Ss eae ee es et 
Inventory-sales ratio: Durables. ....-........«-.-: . . : . 
Inventory-sales ratio: Nondurables............+-- x 1.43 1,43 1.45 1.44 
Merchandise exports and imports 
Exports}. . x . Sr OapaSe en te SRO Fe Million dollars S n.a 555 1,655 1,633b 
22 LITO GS eituen Men ace wetereyr ae ty ea cuir naccstomeu a uaveemy oak) 4st auaiae isis Million dollars S nN.a 1,118 1,129 1,231b 
PEED OLE ASLLE OTIS sorta Meer ceed ete tees sos a it acteurs desolate Million dollars S$ n.d 437 526 4026 
Federal budget receipts and expenditures 
23 Defense hie sont Snakes i CS ER IONS ROL Million dollars 4,048 3,803 3,391 3,498 
______——For quarterly data seebelow 
I ver 
sa fi galt ale NE NRC OR I ee Sea ctre Cae Billion dollars 255.7 254.6 254.2 239.8 
24 Demand deposits adjusted and currency™......... Billion dollars S 141.0 140.8 141.5 138.0 
Deposit turnover: New York City..........-.55 Tt SA 70.6 74.6 68.0 61.3 
Deposit turnover: 337 other centers...........+..- TTSA 26.7 26.9 25.7 26.4 
41 
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Indicators (Continued) 


Chartbook 1961 1960 
artboo : Unit 
Pages* Seren June p May r April June 
Bank loans, investments and reserves 
oars’ fs 22S ie tee ae Seas 2 Pelee ota eels ots aheetete Million dollars 100,603 100,140 99,913 97,898 
25 Tnvestiments 2h.5 srr: str eae sahar wicker ke = eats saci Million dollars 68,072 67,310 66,485 58,695 
CATIA loaris ae ean eee, hr ren ers oie Million dollars 37,949 37,658 37,796 38,789 
iN obec ordec lS OSC hon Gan o.oo SRO eb tlon © auwtle Million dollars 544 453 562 41 
Interest Rates 
Corporate Aaa Bondss ieee: fen se oe es eee % per annum 4.33 4.27 4,25 4.45 
26 Commercial paper, 4-6 months’. i .....02...-5...- % per annum 2.91 2.76 2.91 3.81 
Government Securities: Long-term bonds......... % per annum 3.88 3.73 3.80 3.99 
Government Securities: 3-month bills............. % per annum 2.359 2.288 2.327 2.641 
Diffusion index 
Diffusion: index. .2.4 scree os ce sales es eat ene TIT 2.50 2.08 0.92 0.83 
27 Diffusionindex, cunitlatives sae ee ee alee =o ttt 28.37 25.87 23.79 46.10 
Industrial production :. sere eases spi <conetaegetaL eee 1957=100 S 110.0 108.3 105.4 109.4 
Eight sensitive business indicators 
Housing: starts, private monfarina..:\.. vss tee es Thousand units S A 1,347 A 242 1,143 1,285 
Commercial, industrial building contract awards... Thous. sq. ft. fl. sp. S$ 34,818 36,120 35,619 38,066 
New orders; Gurahkles: ci eecisic se cate atone Million dollars S 14,850 14,800 14,380 14,340 
28 AVERARE: WOLk WEE eT en ee ee eer Hours S 40.0 39.9 39.6 39.9 
Raw materials prices. teeth see Cte 4 oetcrast tote 1947-49 = 100 84.0 86.6 87.1 85.5 
Stock: prices, COmMPOsSIteraEis cise Uae toe 1941-43 =10 65.62 66.50 65.83 57.26 
Net change in operating business!?............... Thousand firms S n.d. 10(1Q’61) 5(I1VQ’60) 20(I Q’60) 
Business failures, Wabilities. a5 sase wesc eure Thousand dollars S 83,828 76,639 84,425 126,450 
Chartbook Seri Unit seta ee 
Pages“ ee a II I IV II 
Quarter p Quarter Quarter Quarter 
Gross national product 
9 TROtALS. 5 4s otra ote Se ets te alee Grae Billion dollars S A R 515.0 500.8 504.5 506.4 
Change in business inventories.................. Billion dollars S A R LARS, —4.0 179) 5.4 
mal demand: es. tema tet ee M es oe tees Billion dollars S A R Shes 504.8 506.4 501.0 
Components of gross national product 
Personal consumption expenditures.............. Billion dollars SA R 336.0 330.7 332.3 329.9 
3 Gross private domestic investment............... Billion dollars S A R 68.0 59.8 65.6 74.6 
Net exports of goods and services................ Billion dollars SA R BP) whe: S| 233, 
Government purchases of goods and services...... Billion dollars S A R 107.5 105.0 101.6 99.6 
Disposition of personal income 
Personal income sc te atc pee etn oie Billion dollars S A R 413.2 404.7 405.4 403.1 
12 Disposable personal income..............0.0e00: Billion dollars S A R 361.7 354.3 354.9 352.7 
Personal consumption expenditures.............. Billion dollars S A R 336.0 330.7 332.3 329.9 
Saving as per cent of disposable personalincome.... Per cent R eal 6.7 6.4 6.5 
Discretionary income 
IDiscretionarys COMIC sr ranctnie eras Seman eereteeae ate Billion dollars S A R 124.7 118.9 120.3 123.4 
Discretionary rund werk. ae ane cr inenee eee mneetcaste Billion dollars S A n.d. 166.4 171.6 172.46 
13 Per cent changes over previous period: Personal dis- 
Hosa ble MMCOme | ws uke sone abe ae tek ee Per cent R 2k =n 0.1 2.0 
Per cent changes over previous period: Discretionary 
ATIGOMIES Ae cote ae oie eats meen are ie Merete teas eran ene Per cent R 4.9 — lee 455) 1.2 
Corporate profits'? 
INettbefore taxese. sce a ycste ele as aboot ho, eens Billion dollars S A R n.d. 39.6 42.6 48.1) 
15 fbax lia bilitvige meee Oo ieetemeree © Neer a ae cent Billion dollars S A R n.d. 19.6 202 23.9b 
INGEEDHOLtS Mec eaie Cake A evade ene: iewake rte reaeeeh eae a Billion dollars S A R n.d. 20.0 21.4 24.26 
Dividend payviinents nr mpacys cletsva ene arate eto aches Billion dollars S A R 14,2 14.2 14.3 14.0 
Retained (Gar nines s. ecreeen en atin, «fond eels Oe Billion dollars SA R n.d. 5.8 WE 10.26 
Business expenditures for plant and equipment 
PROLLY 2 srt codes riisie, capraeT Ome: SEO ae oreo tae ee enn ei ke Billion dollars S A 33.854 33.85 35.50 36.30 
16 Ai antactuvine yf). Une dues a aaNet oie ee Billion dollars S A 13.65a 13.75 14.40 14.70 
Nonmanufacturing: Public utilities............... Billion dollars S A 5. foe S30 5.70 5.70 
Noninanutacturine: Othe... ures siete a cee Billion dollars S A 14.504 14.70 15.35 15.90 
Capital appropriations 
AD DEODELACLON Sa ican ale eee ere en ice Ea eee Billion dollars S A n.d. 1.89 2.19 2.276 
1 7 EUR DEH THUEES 4,5 9es Wis Wea ieee cent ee aes ae) ei OP Cee aoe Billion dollars S A n.d. 2.05 SEDO’ 2.156 
Chanvein backlog?) ia aati e ne ceknaeneres Billion dollars S A n.d. —0.29 0 0.025 
New appropriations: Durables... 2... ....es: 505s Billion dollars S A n.d. 0.68 0.72 1.03b 
New appropriations: Nondurables................ Billion dollars S A n.d. 1,21 1.47 1.24b 
Federal budget receipts and expenditures 
R@GEED ESS ioren ree ater taint net es On nite EEA eel a Million dollars 22,341 19,907 16,766 22,505 
23 Bipenditaces.e sdtniy cada aac ae ee Million dollars 21,567 19,718 20,449 18,626 
DULDLNG OF CENCE. | .a:. | erates dau, have Sep re Million dollars 774 189 —= 3,055 3,878 


For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; B. K. Davis & Bro. Advertising Service; Securities and 
Exchange Commission; Treasury Department; Moody’s Investors Service; F. W. 
Dodge Corporation; Standard & Poor’s Corporation; Dun & Bradstreet; National 
Bureau of Economic Research; Tur Conrerence Boarp 


1 Excluding farm and food. 2 Including interest, taxes, and farm wage rates. 3 Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957. 5 Includes data 
for Alaska and Hawaii, beginning in 1959 for employment and new construction, in 
1960 for retail trade. 6 Unemployment as per cent of labor force. 7 Includes nonproduc- 
tion workers. § Excludes personal contributions to social security included in compo- 
nents. 9 Includes wages and salaries and “other labor income.” 19 Includes data for 
Alaska and Hawaii, beginning with January and August, 1959, respectively. ' Exten- 
sions minus repayments. !2 End of period. 1} Excludes Department of Defense ship- 
ments. 14 Privately held; includes demand and time deposits adjusted to exclude U.S. 
Government and interbank deposits, and currency outside banks. 15 All member 
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banks; loans and investments, Wednesday nearest end of period; net free reserves, 


average of daily closing figures. 6 Commercial, industrial and farm loans of weekly 


reporting member banks; Wednesday nearest end of period. Starting with April, 1961, 
not comparable to earlier data; includes demand deposits due to mutual savings banks 
and to foreign banks. 17 Quarter-to-quarter change. !8 Gross national product less 
change in business inventories. }9 All data are before inventory valuation adjustment. 
20 Reflects cancellations, not shown separately. S—seasonally adjusted. 4A—annual 
rate. a—anticipated. For the II Quarter of 1961, anticipated outlays are: Total, 34.60; 
Manufacturing, 14.05; Nonmanufacturing: Public Utilities, 6.15; and Nonmanufac- 
turing: Other, 14.35. b—May, 1960 for monthly data; I Quarter 1960 for quarterly 
data. p—preliminary. r—revised. * End-of-month inventory, divided by sales during 
the month. + Monthly rates per 100 employees. ++ Debits divided by deposits. 
ttt Diffusion index stated as the average duration in months of expansion or contrac- 
tion. n.a.—not available. “ Chartbook of Current Business Trends (revised 1961 Edi- 
tion), Tur CoNnrerence Boarp, 1961. Copies available to Board Associates on 
request 


BUSINESS RECORD 


= 
= 
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Acquirer 
Description and Assets in Millions 


albraith, Hoffman & Rogers, Ine. 
(Formed by merger of) 
Advertising agency 


Heneral Aniline & Film Corp. ($177.9) 
| Coal tar dyes, photographic products, 
| dry developing white print papers and 
equipment, and acetylene chemistry 
products mfr. 


enesco, Inc. ($128.8) 4 
Shoes, women’s foundation garments 
and men's clothing mfr. 


lenmore Distilleries Co. ($57.3) 
Whiskies and spirit blends producer; 
distillers’ dried grains for cattle, etc., 
-} marketer 


ammermill Paper Co. ($60.5) 
|} Sulphite pulp and writing, bond, 
) ledger, printing and other papers mfr. 


‘fapman Corp. ($1.3) 

| Tubular conveyors for handling bulk 
materials, conveyor type checkout 
| stands for supermarkets, ete., mfr. 


arcourt, Brace & World, Inc. 
(Formed by merger of) 


x 


athaway Instruments, Inc. ($8.7) 
Electronic equipment mfr. 


he Heil Co. (over $1.0)* 
Motor truck dump bodies, truck body 
hoists, tanks, etc., mfr. 


ercules Powder Co. ($212.9) 

Cellulose products, explosives, chemi- 

| cal cotton, insecticides, synthetic res- 

ins, polyolefin plastics, etc., mfr. 

i-Press Air Conditioning of America, 
Inc. ($.3) 

Air conditioning systems mfr. 


{| 
‘otel Associates, Inc. (n.a.) 


ouston Fearless Corp. ($7.8) - 
| Film processing systems and precision 
audiofilm equipment mfr. 


udson Pulp & Paper Corp. ($68.5) 
Paper and paper products mfr. 
rial Glass Corp. (over $.5)* 

iber glass and private mold glass- 
ware mfr. 
dependent Television Corp. (n.a.) 
ternational Minerals & Chemical 

Corp. ($131.0) ' : 
Plant and animal food ingredients 
mfr, 
ternational Silver Co. ($47.1) 

ilverware, cosmetic containers, and 
electronic products mfr. 


ek Corp. ($13.3) 
nformation technology systems de- 
veloper and producer 


cksonville Paper Co. (n.a.) 

Paper and paper products distributor; 
raft paper and converted paper 

products mfr. 

told Electronics Corp. ($6.4) 

Blectronic equipment for closed cir- 

uit television, etc., mfr. 

nson Hill’s Inc. (n.a.) 

epartment stores owner 

yser-Roth Corp. ($70.1) 

othing mfr. 


UST, 1961 


Announcements of 


Mergers and Acquisitions 
November 11, 1960—December 10, 1960 


[ Concluded from July issue | 


_ _, Acquired Unit 
Description and Assets in Millions 


Galbraith-Hoffman, Inc. (n.a.) 
Advertising agency 


Rogers & Collins, Ine. (n.a.) 
Advertising agency 

Grant Photo Products, Inc. (over $.5)* 
Photographic papers for industrial 
uses mfr. 


Mallernee’s, Inc. (7.a.) 
Clothing stores operator 


Columbia Distilling Co. (n.a.) 
Distillery operator 


Union Envelope Co. (over $1.0)* 


Econ-O-Veyor Corp. (n.a.) 
Conveyors mfr. 


Harcourt, Brace & Co., Inc. ($9.5) 
General trade books, high school and 
college texts publisher 


World Book Co. (over $1.0)* 
Elementary textbooks and educa- 
tional tests publisher 


Induction Heating Corp. (over $.3)* 
Electronic induction heating and di- 
electric equipment, high frequency 
a and automation systems 
mfr. 


Borg-Warner Corp. 
(Materials handling business of Inger- 
soll Kalamazoo div. of) (n.a.) 


Industrial Rayon Corp. 
Nylon plant of, Covington, Va.) 
($7.5)} 


Crane Co. 
(Drayer-Hanson div. of) (over $1.0)* 
Low-side air conditioning components, 
refrigeration, heating and heat trans- 
fer equipment mfr. 

Pfister Hotel (n.a.) __ 
(Purchased from Fields Hotel chain) 

Masterite Industries (n.a.) 
Printed circuit connectors, electronic 
contacts and electrical assemblies 
mfr. 

Angel Soft Tissue Mills, Inc. (n.a.) 
Facial tissues mfr. 


Cambridge Glass Co. 
(Mfg. assets of) (7.a.) 
Glassware mfr. 

Heritage Productions (n.a.) 

Bioferm Corp. (n.a.) } 
Microbiological fermentation chemi- 
cals and vitamins research and pro- 
ducer 

Eastwood-Nealley Corp. 

(Assets of) (n.a.) : 
Bronze and brass fourdrinier; cylin- 
der and filter wires mfr. : 

Space Recovery Systems, Inc. (7.a.) 
(Jointly owned by M. Steinthal & 
Co. and CBS Laboratories) 
Parachutes, recovery systems, and 
related hardware research, developer 
and mfr. 

Epes-Fitzgerald Paper Co. (n.a.) 

Paper distributor 


Harman-Kordon, Ine. ($1.0) _ 
Stereophonic and high fidelity sound 
reproduction equipment mfr, 


A. Landauer & Sons, Inc. (n.a.) 


Cole of California, Inc. (n.a.) 
Swim and beachwear mfr. 


a 


a Acquirer 
Description and Assets in Millions 


_ , Acquired Unit 
Description and Assets in Millions 


Kelsey-Hayes Co. ($102.9) 
Automobile and truck wheels, brakes, 
hubs, drums, and special parts for 
ed a and agricultural industries 
mfr. 


Kenrich Petrochemicals, Inc. (n.a.) 
wih ig resins for wire insulations 
mfr. 


King-Seeley Corp. ($28.1) 
Auto instrument panels, ice machines, 
electrical controls mechanisms, power 
tools, and outdoor recreation equip- 
ment mfr, 


The Kroger Co. ($346.2) 
Retail food chain operator 

Dorothy Lamour, Ine. (n.a.) 
Cosmetics mfr.; beauty salons owner, 
operator, and franchiser 


Lando Advertising Agency (n.a.) 
Advertising agency 


Lawson Mfg. Co. 
(Sub. of Wilson Brothers) ($11.8) 
Hot water heaters mfr. 


Licensing Corp. of America 
(Formed by merger of) 


Lionel Corp, ($24.0) 
Model electric trains, fishing tackle, 
sporting goods, and electromechan- 
ical devices mfr. 


McCullough Oil Corp. of California 
(n.a.) 


McKay Machine Co. ($7.9) 
Auxiliary rolling mill machinery, sheet 
metal processing equipment, etc., mfr. 


Medallic Specialties Corp. (n.a.) 


Meredith Publishing Co. ($53.3) 
Home and farm magazines and books 
publisher; radio and television sta- 
tions operator 
Metro-Goldwyn-Mayer, Inc. ($149.3) 
Motion picture producer and dis- 
tributor 


Milner Enterprises, Inc. (n.a.) 


Minnesota Minerals Ltd. 
(Controlled by Minnesota Mining & 
Mfg. Co. of Canada Ltd.) 
(Sub. of Minnesota Mining & Mfg. 
Co.) ($378.9) c 
Abrasives, roofing granules, adhesive 
tapes, copying machines and papers, 
plastics, ete., mfr. 


Mohawk Bedding Co. (n.a.) 


Morganite, Inc. (over $1.0)* 

Motor and generator brushes, me- 
chanical carbons, carbon piles, con- 
tacts, ete., mfr. 

Mosler Safe Co. (over $1.0)* | i 
Safes, bank vaults, electronic security 
products, and systems housing equip- 
ment mfr. 

G.C. Murphy Co. ($110.2) 

Variety store chain operator 

John J. Nesbitt, Inc, ($10.0) 

Heating and ventilating systems mfr. 


New England Confectionery Co. ($9.0) 
Confectionery mfr. 

Norris-Thermador Corp. ($24.2) 
Electrical products, electronic com- 
ponents for missile and ground con- 
trol application, pressed steel sinks, 
china lavatories, etc., mfr. 


Gunite Foundries Corp. (over $1.0)* 
Cast steel wheels and iron drums for 
heavy duty trucks, etc., mfr. 


oS eae ce & Equipment Corp. (over 


Copper wire fabricator 


American Thermos Products Co.($15.0) 
Vacuum insulated ware mfr. 


Say-On Drugs, Inc. 
(7 eastern drug stores of) (n.a.) 


Paramount Cosmetics Co. (n.a.) 
(50% interest in) 
Cosmetics and toiletries mfr. 


Yount Co. Advertising Agency 
(Assets of Erie, Pa. office of) (m.a.) 
Advertising agency 


Clayton & Lambert Mfg. Co. 
(Hoffman water heater div. of) (n.a.) 
Water heaters mfr. 


Jay Emmett Associates, Inc. 
Character merchandising firm 


Stone Merchandising Associates 
Character merchandising firm 


Syd Rubin Enterprises, Inc. 
Character merchandising firm 


Telerad Mfg. Corp. (over $.5)* 
Missile power supplies, power con- 
verters, military and commercial an- 
tennas, etc., mfr. 


Cuban American Oil Co. ($4.5) 
Oil and gas producer 


Federal Machine & Welder Co. ($4.7) 
(Over 80% of the stock of) 
Resistance welding machinery, me- 
chanical presses, and precision ma- 
chine tools mfr. 


American Engineering Co. 
(Plant and equipment of) (n.a.) 
(Sub. of Unite Industrial Corp.) 
pias marine, and other equipment 
mfr. 


Appleton-Century-Crofts, Ine. (over 
$1.0)* 


Textbooks, medical, trade, and refer- 
ence books publisher 


Verve Records, Ine. (n.a.) 
Phonograph records mfr. 


Ryder System, Inc. 
(Miami, New Orleans, and Jackson, 
automobile rental business of) (7.a.) 
Building Products Ltd. (Canada) 
(Commercial and colored granule op- 
eration at Havelock, Ont. of) (n.a.) 


Enterprise-Moakley Co. 
(100% stock control of Serta-White 
Cross div. of) (n.a.) 


Henrite Products Corp. 
(Brush and resistor div. of) (n.a.) 


Harbor Metal Products Corp. (n.a.) 
(Controlling interest in) 

Office equipment products mfr. and 
distributor 

Cobb Department Stores, Inc. 

(4 Texas stores of) (n.a.) 

Norman Products Co. (over $.5)* : 
Gas-fired heating, ventilating and air 
conditioning equipment mfr. 

Daggett Chocolate Co. (over $1.0)* 
Confectionery mfr. 

U.S. Porcelain Enamel Co. (over $.1)* 
Street name and traffic signs, stamped 
steel plumbingware, and porcelain 
architectural panels mfr. 


1 Purchase price, The Wall Street Journal, November 22, 1960 
* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 
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Acquirer | Jen 
Description and Assets in Millions 


Acquired Unit ae 
Description and Assets in Millions 


North American Merchandising Co. 
(n.a.) ‘ 

General merchandise marketer to 

supermarkets 


Parker-Hannifin Corp. ($29.2) 
Wide variety of components for 
hydraulic, pneumatic, and liquid sys- 
tems mfr. 


Pearl Brewing Co. ($10.8) 
Beer producer 

The Permian Corp. (n.a.) 

Petrolane Gas Service, Inc. ($13.1) 
LP gas distributor; appliances and 
equipment marketer 

Progress Mfg. Co., Inc. ($14.3) 
Residential lighting fixtures, range 
hoods, exhaust, and ventilating fans 
mfr. 

Rap-In-Wax Co. ($4.9) : 
Flexible packaging materials con- 
verter 

Rheem Mfg. Co. ($91.5) | A 
Automotive parts, shipping contain- 
ers, automation systems, and equip- 
ment controls for machine tools, etc., 
heaters and plumbing fixtures mfr. 


Rocker Solenoid Co. (over $.1)* 
Precision solenoids mfr. 


Rockwell Mfg. Co. ($104.6) ; 
Power tools, meters, fare registers, 
castings and electrical conduit fit- 
tings, etc., mfr. 


SKF Industries, Inc. (over $1.0)* 
Ball and roller bearings mfr. 


Schaevitz Engineering Co. (over $.3)* 
Control instruments mfr. 

Smith Industries International, 
(n.a.) 


Sprague Electric Co. ($36.7) 
Fixed capacitors for electronic and 
electric equipment, printed circuits. 
pe pulse networks, resistors, etc., 
mfr. 


Standard Brands, Inc. ($229.6) 
Bakery and grocery products pro- 
ducer; corn processor; carton and 
container partitions mfr., grains mal- 
ter; gin, vodka, and whiskies producer 
Sun Chemical Corp. ($34.0) 
Printing inks, paints, coated prod- 
e ucts, and textile chemicals mfr. 
Sunbeam Corp. ($72.3) 
Household electric appliances, elec- 
tric razors, shearing machines, sand- 
ers, etc., mfr. 
Sunset International Petroleum Corp. 
($25.7) 
Crude oil 
refiner 


Inc. 


producer and _ gasoline 


Surprise Brassiere Co., Inc. (n.a.) 


Sylvania Electric Products, Inc. 
(Sub. of General Telephone & Elec- 
tronics Corp.) ($2,124.9) 
Radio, television, and other elec- 
tronic tubes; fluorescent, incandes- 
cent, and photo flash lamps mfr. 


Texstar Corp. ($8.5) 
Oil and gas lands developer; ranches 
operator, glazed ceramic tile mfr., and 
sundry interests 


Textron Electronics Inc. ($16.9) 
(Controlled by Textron, Inc.) 
Epizonic products and machinery 
mfr. 


Townsend Co. 
(Sub. of Textron, Inc.) ($218.7) 
Lock bolts, screws, blind rivets and 
other fasteners mfr. 


Union Twist Drill Co. ($21.1) 
Tools mfr. 
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Williamsburg Greeting Card Corp. (n.a.) 
Greeting cards mfr. 


Span Brass Mfg. Co., Inc. (n.a.) 
Fittings, copper tube assemblies, and 
hydraulic brass fittings mfr. 


Spanco Brass Sales Co. (over $.3)* 
Independent and exclusive sales and 
shipping agency 

M. K. Goetz Brewing Co. (over $1.0)* 
Beer producer 


Cactus Petroleum, Inc. (n.a.) 


3 Gas distributors (The Dalles, Hood 
River, and John Day, Ore.) (n.a.) 


Frank Industries, Inc. (n.a.) 
Integrated electronic connectors mfr. 


Western Foil Converters (7.a.) 
Packaging materials mfr. 


Caleor Corp. 
(Business and properties of Steel 
Building div. of) (n.a.) 
Steel school buildings and commer- 
cial structures fabricator 


Carruthers and Fernandez, Inc. 
(Assets of) (n.a.) 
Solenoids, solenoid operated valves, 
pneumatic and hydraulic control 
equipment mfr. 

Porter-Cable Machine Co. ($10.4) 
Portable tools mfr. 


Channing Corp. 
(Nice Ball Bearing Co. div. of) (over 
$1.0)* 
Veoune and unground ball bearings 
mfr. 


Smith & Macgeorge Co. (n.a.) 
Electronic instruments developer 


Hewitt & Faust Mfg. Co. (n.a.) 


Vec Trol Engineering, Inc. (n.a.) 
Controls for industrial electrical ap- 
paratus mfr. 


Planters Nut & Chocolate Co. ($29.2) 
(Control of) : 
Peanut products, confections, 
refined peanut oil mfr. 


and 


Carbo Chemical Co. (less than $.1)* 
Synthetic enamels, lacquers, etc., mfr. 


General Molded Products, Inc. (over 


« 


Plastic parts and components mfr. 


Sun Gold, Ine. 
(Assets of) (n.a.) 
Real estate development, 
projects builder 


Corde de Paris Corset Co. (n.a.) 
bahar dag and foundation garments 
mfr, 


Curtiss-Wright Corp. 
(Printed Circuit Facility of, Santa 
Barbara, Cal.) (n.a.) 


housing 


Hartford International Corp. (n.a.) 
(Increased ownership to 100% by pur- 
chase of 60% interest in) j 
International financier for real estate 
development 


Spectrolab, Ine. (n.a.) 
Electro-optical equipment mfr. 


Boots Aircraft Nut Corp. (over $.5)* 
Lock nuts for aircraft engines and the 
electronics industry mfr. 


Reed Rolled Thread Die Co. (over $1.0)* 
Thread rolling dies, machines, and 
knurls mfr. 


Acquirer — a 
Description and Assets in Millions 


Acquired Unit j E| 
Description and Assets in Million 


United Board & Carton Corp. ($9.7) 
Folding boxes, paperboard, and cor- 
rugated containers mfr., foil laminater 

United Components, Inc. (n.a.) 
Component parts for the electronics 
industry mfr. 


United Sheet Metal Co., Inc. (over $.3)* 
Pipe and fittings, dust and fume col- 
lecting systems mfr.; sheet metal 
fabricator 


United States Plywood Corp. ($171.8) 
Plywood, lumber, doors, and other 
laminated and related products mfr. 


Wallace & Tiernan, Inc. ($34.8) 
Mechanical control equipment, chem- 
ical and pharmaceutical products 
mfr.; food treating processes producer 

Webcor, Inc. ($15.0) : 
Tape recorders, phonographs, radios, 
and other electronic products mfr. 


Weco Products Co. ($5.2) 
Tooth and hair brushes, tooth paste, 
and lip pomade mfr.; hair nets, 
powder puffs, and handkerchiefs seller 


Wilshire Oil Co. of Texas 
(Sub. of Britalta Petroleums Ltd.) 
(Canada) ($11.8) 
Oil and natural gas leases acquirer 
and developer 


York Research Corp. (over $.3)* 
Product, military equipment, elec- 
tronic and environmental testing, and 
market research 


Sandusky Folding Box Corp. (4 
$.3)* | 


Harvey Wells Corp. : ; 
(Assets of Hercon Electrie Div.. 
(n.a.) 

Hermetic seals mfr. | 

Biggs Steel Foundry & Fabricating: 

(over $1.0)* 
(Business of) | 
(Sub. of Union Spring & Mfg. Ca 
Steel products fabricator : 
Bohemia Lumber Co. (n.a.) 
(50% interest in) 
Fir plywood producer 

Stebco, Inc. 

(100 million board feet of stanw 
timber, Oregon) (n.a.) | 

R. J. Strasenburgh Co. (over $.3)* 
Pharmaceuticals mfr. 


Dormeyer Corp. (over $.1)* 
(Purchased from Titus Haffa 
family) 

Electric appliances and tools, o» 
staplers and supplies, and mo! 
plastic parts mfr. : 


Oral B Co. (n.a.) 


B. H. M. Products Co., Ltd. Ne 
(Substantially all assets of) (n.a.) 
Specialized tooth brushes mfr. — 
distributor 

Riffe Petroleum Co. (n.a.) | 
(58% owned by Champlin Oil &~ 


fining Co.) 


Kip Electronies (n.a.) 
Electron tubes mfr. 


* Estimated minimum capital from Thomas’ Register of American Manufc 


turers, 1960 


December 11, 1960—January 10, 1961! 


4 Acquirer 4 
Description and Assets in Millions 


_ Acquired Unit 
Description and Assets in Million 


A. J. Industries, Inc. ($12.6) 
Automobile and truck parts mfr. 


Abrasive & Metal Products Co. ($4.8) 
Grinding wheels, dises, and electric 
melters for adhesives, etc., mfr. 

Ace Buying Corp. 

(Formed by merger of) 


Aircraft Armaments, Inc. ($3.5) 
(Sub. of United Industrial Corp.) 
Electronic, electromechanical, aero- 
dynamics, and ballistics applied re- 
search, development, and devices 
thereof mfr. 


Alco Oil & Gas Corp. ($1.9) 
Latex compounds and chemicals for 
the rubber textile, paper, metal, 
paint, agricultural, and adhesive in- 
dustries mfr. 


American Aviation Publications, Inc. 
(n.a.) 

American Brake Shoe Co. ($124.2) 
Brake shoes for railway and automo- 
tive use, steel castings, welding rods, 
hydraulic presses, etc., mfr. 

American Greetings Corp. ($35.5) 


Greeting cards and gift wrappings 
mfr. 


Roberts-Gordon Appliance Corp. (#) 
Burners for residential and indus* 
gas heaters and furnaces mfr. 

Art Metal Co. (n.a.) : 
Incandescent lighting fixtures mf* 


Fernfield Associates (7.a.) 
Resident buying office 

Beldner & Landres (n.a.) 
Buying office 

American Engineering Corp. 
(Marine equipment, hoist and = 
draulic products business of) (n.as\ 


Breuer & Curran Oil Co. (n.a.) 


Skyways Magazine (n.a.) 


Dynisco, Ine. (n.a.) 
Electromechanical transducers 
ultrasensitive measuring instrum: 
mfr. : 


Ostrander-Sams Corp. (n.a.) 


[ To be concluded ] 


1See The Conference Board Business Record, November, 1957 and July, 196% 
for sources and methods used in this compilation and an analysis and summa 
of recorded 1959 mergers and acquisitions . 
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In the July-August Management Record 


| Developing Patterns in Organization Structures—How can 
| the chief executive manage an ever larger and more complex 
enterprise? To most companies, the answer lies in revising 


their organizational structures. These revisions usually follow 


a pattern that has four main elements: (1) greater division- 


alization with decentralization; (2) the expansion of the role 


of corporate staff; (3) the emergence of another level of 


general executives; and (4) the elaboration of the chief ex- 


-ecutive’s office. This article discusses what these steps involve 


and why they are interconnected. 


Charting Management Manpower Plans—A_ replacement 


chart is no panacea for a company’s manpower ills. Its value 
lies in providing a bird’s-eye view of personnel strengths and 


| weaknesses. The character of the data that usually appear on 


‘the charts is analyzed here. 


Explaining Salary Programs to Salaried Employees—How 


much should a company reveal about wage and salary scales 
to its employees? The tendency has been toward greater dis- 
closure of salary ranges, maximum rates, etc. This article 
summarizes the practices of fifty-five pace-setting companies. 


|The Growth in Corporate Pension Funds—The more than 
; , i 
fourfold increase in the assets of corporate, noninsured pen- 


sion funds in the past decade has been accompanied by a 
dramatic shift in the funds’ investment portfolio. This article 
gives the details. 


jt 
J 


ie | 


Capital—and Output 


Single reprints of articles starting 
on pages 8, 20, 25, and 37 of this 
issue of The Business Record are 
available to Associates on request 
and without charge. Prices for quan- 
tities will be furnished upon request. 


Of critical significance is the relation of capital to output. Has the postwar 
expansion resulted in the use of less, more, or the same amount of capital 


_ per unit of output? If there is evidence that more capital was used at the end 


——- 


of the first postwar period per unit of output than at the beginning of the 
period, does it signify the emergence of excess capacity? If so, has this 
condition been sufficiently widespread to be a major explanation for the 
recent pause and retardation in the rate of expansion of manufacturing 
capacity? 


These are some of the questions discussed in “Capital Expansion and 
Capacity in Postwar Manufacturing,” a new research report published by 
Tur CONFERENCE Boarp. Copies of this report (Studies in Business Eco- 
nomics, No. 72) were recently mailed to all Associates, who may obtain extra 
copies at $2.50. The price to non-Associates is $12.50. 


CasH itself, like other assets of a business, incurs a cost. What more than 


200 companies are doing to ensure the greatest possible mileage from their 
available cash is told in THE CONFERENCE BoARD’s new study on ‘‘Managing 
Company Cash.’”’ Among other steps, cash forecasts are being sharpened, col- 
lections are being speeded up with the flow of cash controlled more closely, 
surplus cash is being assiduously invested, and attempts are being made to 


optimize banking relationships. 


Along with case studies and exhibits, the composite experiences of these 
cooperating companies as related in this study can serve as a guide to those 
concerned with the management of company cash and will provide many 
operating executives with increased understanding of the benefits of efficient 


cash management. 


Studies in Business Policy, No. 99, “Managing Company Cash,” has just 
been mailed to all Board Associates. Additional copies are available to Asso- 
ciates at $4 each; the price to non-Associates is $20. 


